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Introduction 
1. This is the third Annual  Report of the Euro­
pean Court  of Auditors. The report covers the 1979 
accounts ( ' )  for  all bodies for which the Court  is res­
ponsible for  audit  except for  the financial opera­
tions of the ECSC, on which the  Court  reports 
separately. Separate reports are also issued by the  
Court  to  the relevant discharge authorities on  the  
accounts o f - J E T  (the. Joint European Torus), the 
European Centre for  the Development of Voca­
tional Training (Berlin) a n d  the European Founda­
tion for  the Improvement of Living a n d  Working 
Condit ions (Dublin),  the European Schools a n d  the  
Euratom Supply Agency. Summaries of the com­
ments made  by the Court  in all these reports other 
than J E T  are, however, included in Chapter  12 of 
this report. A summary of the J E T  report is included 
in Chapter  8. 
Presentation of the report 
2. The Annual  Report is presented in two parts. 
Part I includes comments  arising f rom the  accounts 
of the general budget  of the Communities,  includ­
ing the budgets of the European Parliament, the 
Council ,  the  Commission,  the Court  of Justice, the  
Economic a n d  Social Committee,  the Office for  
Official Publications a n d  the administrative budget  
of the ECSC. 
3. Part II of the report concerns the  four  Euro­
pean  Development Funds.  These Funds  which 
provide aid to  developing countries are managed by 
the Commission but  d o  not  form part  of the general 
budget of the Communities.  
4. Chapter  1 of the report includes general com­
ments  arising from the Court 's  work a n d  a summary 
of budgetary a n d  accounting problems which have 
arisen in several different sectors of the  budget.  Fur­
ther details of these problems are contained in the 
individual chapters dealing with specific areas of 
the  budget.  
5. A statistical survey of financial information 
relating t o  the general budget of the Communit ies  
a n d  t o  the European Development Funds  is pre­
sented in Annex 1 t o  the report. 
Production of the Annual Repprt. 
6. The Annual  Report of the Court  of Auditors is 
produced in accordance with Article 206a of the 
Treaty establishing the European Economic Com­
munity a n d  Article 83 of the Financial Regulation 
(2). 
7. In conformity with the Financial Regulation, 
the  Court 's  comments  were sent t o  the institutions 
o n  15 July 1980. The comments  included in the 
whole of Parts I a n d  II were sent t o  the Commis­
sion. Those included in Chapters 1, 10 a n d  11 of 
Part I were also sent t o  the European Parliament, 
the Council ,  the Court  of Justice a n d  the Economic 
a n d  Social Committee.  
8. The final text of this report was drawn u p  after 
the  receipt of the replies from the institutions. These 
replies are published in Annexes II t o  VI. Any 
comments  on  them made  by the Court  are printed in 
italics at the end of the paragraph of the report t o  
which they relate. 
Remark of the Court on the comment of the Commis­
sion on paragraph 6 
The Commission still appears to be unable to accept 
the difference between, on the one hand, the observa­
tions of the Court sent to the institutions on 15 July 
each year which are designed to elicit replies and, on 
the other hand, the report of the Court which is pub­
lished in the Official Journal and is drawn up in the 
light of those replies. 
(')  1978 accounts for the European Schools. (*) OJ N o  L 356, 31. 12. 1977, p. 20. 
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Part I 
CHAPTER I — GENERAL COMMENTS 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
reference 
Summary of principal comments  
Production of accounts:  
The income a n d  expenditure account  of the gen­
eral budget for  the year ended 31 December 1979 
The, accounts of the four  European Development  
Funds  for  the year ended  31 December 1979 
Implementation of the 1979 budget 
Under-utilization of appropriations 
Appropriations carried forward 
Accounting problems in the E A G G F  Guarantee  Sec­
tion 
Balance of the year 
Legal developments 
Interest rate subsidies 
Miscellaneous problems 
Accounting policies 
Reports a n d  opinions produced by the  Court  during 
the  year 
1.0 
1.1 t o  1.5 
1.6 
1.8 to  1.12 
1.13 to  1.25 
1.26 a n d  1.27 
1.28 t o  1.31 
1.32 
1.33 a n d  1.34 
1.35 
1.36 t o  1.40 
1.41 t o  1.48 
1.49 
Summary of principal comments 
Paragraph 
reference 
1.0. The principal comments  included in this chap­
ter are:  
(a) Provisional accounts only could b e  produced by 
1 June  for  the accounts of the general budget  a n d  
for  the four  European Development Funds .  
(b) Appropriations amount ing t o  30 M E U A  were 
transferred f rom the 1978 t o  the  1979 budget  in 
excess of the final appropriations approved by the 
budgetary authorities. 
1.2 t o  1.7 
1.10 a n d  1.11 
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(c) The  budget  for  differentiated payment  appropr ia­
t ions was significantly in excess of the  a m o u n t  
which could be  utilized in the  year. 1 095 M E U A  
carried forward t o  1980 was therefore financed 
ou t  of revenue for  1979, al though it will no t  b e  
pa id  until 1980. 1.18 t o  1.22 
(d) Unauthorized carry-overs were included in the  
accounts  of the  European  Parliament.  127  
(e) T h e  balance of the  year  is materially mis-stated. 1.32 
(f )  Significant delays are still experienced in closure 
of accounts .  1.36 
(g) Omissions f rom accounting regulations. 1.37 t o  1.40 
P R O D U C T I O N  O F  A C C O U N T S  
I 
T H E  I N C O M E  A N D  E X P E N D I T U R E  A C C O U N T  
O F  T H E  G E N E R A L  B U D G E T  F O R  T H E  Y E A R  
E N D E D  31 D E C E M B E R  1979 
carry-over of appropr ia t ions  t o  the  fol lowing finan­
cial year which have  been  duly m a d e  by all the  insti­
tutions.  O n  receiving the  request  the  Counci l  mus t  
consult  the  European  Parl iament,  which normally 
gives its opinion within f o u r  weeks of receiving t he  
Counci l ' s  request. Unless t he  Counci l  decides other­
wise within six weeks f r o m  receipt of  t he  request  t o  
carry over appropriat ions,  t he  carry-over is deemed  
t o  have  been approved.  
T H E  A C C O U N T S  O F  T H E  F O U R  E U R O P E A N  
D E V E L O P M E N T  F U N D S  F O R  T H E  Y E A R  
E N D E D  31 D E C E M B E R  1979 
1.1. A statement entitled 'The  income a n d  
expendi ture  account  of  t he  general budget  fo r  the  
year  ended  31 December  1979' is shown o n  page  288 
of  Volume II of  t he  'Revenue  a n d  expendi ture  
accounts  a n d  balance  sheets relating t o  the  imple­
mentat ion of the  budget  fo r  the  financial year 1979', 
Documen t  C O M  (80) 233, produced  by the  C o m ­
mission o n  1 J u n e  1980. These  accounts  were 
amended  in Document  C O M  (80) 565 FR ,  'Adjust ­
ments  t o  the  revenue a n d  expendi ture  accounts  a n d  
ba lance  sheets 1979', which was  sent  t o  the  Cour t  by  
t he  Commission o n  20 October  1980. T h e  amended  
accounts  show the  ba lance  of  the  year a s  
455 906 430-98 EUA,  being a surplus t o  b e  carried 
forward t o  1980. All comments  o n  the  general 
budget  which are included in this report  are  related 
t o  the  financial informat ion presented in t he  
amended  accounts  as  identif ied above.  A reconcilia­
t ion of the  original a n d  the  a m e n d e d  accounts  is 
shown in paragraph 1.4. 
Provisional accounts produced on 1 June 1980 
1.2. In accordance with Article 6 (3) of  the  Finan­
cial Regulation ( ' )  the  Commission,  must  submit  t o  
the  Council  a n d  forward t o  the  European  Parlia­
ment  by  21 April the  requests fo r  non-automat ic  
( ' )  A s  a m e n d e d  b y  Regu la t i on  1252/79  o f  25  J u n e  1979, 
O J  N o  L 1 6 0 , 2 8 . 6 .  1979, p .  1. 
1.3. T h e  final da te  o n  which the  Council  m a y  
express a negative opin ion  o n  requests f o r  carry­
overs is therefore normally 2 June ,  o n e  day  later 
t han  the  da te  o n  which the  Commiss ion is required 
t o  draw u p  the  accounts  of  the  general budget  (2). 
When preparing the  accounts  t he  Commiss ion  
includes as  expendi ture  all requests fo r  non-auto­
mat ic  carry-overs which it has  , submitted o n  
behalf  of the  institutions to  the  Counci l  a n d  it is 
then necessary t o  a m e n d  the  accounts  subsequently 
t o  delete any  carry-overs fo r  which the  Counci l  
withholds approval .  
1.4. When  drawing u p  t he  1979 accounts  a t  
1 J u n e  1980, the  Commiss ion  was  unab le  t o  m a k e  
ad jus tments  fo r  t w o  requests fo r  carry-overs 
amount ing  t o  2 458 600 E U A ,  which were rejected 
by  the  Counci l :  
Table 1 
Sect ion I I I :  C o m m i s s i o n :  
C h a p t e r  25, I tem 2550:  
C o n f e r e n c e s ,  congresses  a n d  mee t ­
ings  organ ized  b y  t h e  ins t i tu t ion  58 600  E U A  
C h a p t e r  100, Article 9 4 0 :  
E x p e n d i t u r e  resul t ing f r o m  t h e  agree­
m e n t  be tween  t h e  E E C  a n d  U N R W A  2 400  000  E U A  
2 4 5 8  600  E U A  
( 2 )  Article 73  o f  F inanc ia l  Regu la t ion ,  O J  N o  L 356,  
31. 12. 1977, p .  18. 
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In the  accounts produced on  1 June  1980 appropria­
t ions carried forward t o  1980 were therefore over­
stated by 2 458 600 E U A  a n d  the surplus for  the year 
was understated by the  same amount .  An adjust­
ment  was made  t o  correct this item in the amended 
version of the accounts  sent t o  the Court o n  
20 October 1980: 
Balance o f  the year (surplus) 
reported in the accounts pro­
duced o n  1 June 453 447 830-98 E U A  
Add: Appropriation Carried for­
ward for which the Council 
expressed a negative opinion 2 458 600-00 E U A  
Amended balance o f  the year 
(surplus) 455 906 430-98 E U A  
1.5. When presenting the  accounts o n  1 June  1980 
the Commission stated that  in the absence of a deci­
sion by the budgetary authority at the  time of pre­
paring the 1979 accounts the  figures given for  non-
automatic carry-overs of appropriations were provi­
sional and  that a corrigendum to  the accounts 
would be  issued subsequently. The Court  recom­
mends  that changes should b e  made  in the budget­
ary timetable to  ensure that  decisions taken by the 
Council  on appropriations t o  be  carried over t o  the 
next financial year can b e  incorporated in the  
accounts produced by the  Commission on  the due  
date.  
1.6. In accordance with Article 64 of the Finan­
cial Regulation governing the European Develop­
ment  Funds,  the accounts for  each year are t o  b e  
presented by the following 31 March. At 1 June  
1980 the Commission h a d  drawn u p  only a provi­
sional set of accounts for  the  year ended  31 Decem­
ber 1979 for these four  funds .  
1.7. The Court  finds it unsatisfactory that both  
the  accounts for the  general budget a n d  for  the  
European Development Funds  were available in 
provisional form only by  15 July, the  date  o n  which 
the  Court  is required t o  submit  its comments to  the  
institutions. Since the  decision of the  budget author­
ity is awaited for  approval of the carry-overs of the 
Parliament, which are referred t o  in paragraph 1.27, 
the  Commission noted in the amended version of 
the  accounts that these carry-overs have only been 
entered on  a provisional basis. At the  time of draw­
ing u p  this report, the  accounts have therefore no t  
been finalized. 
IMPLEMENTATION O F  T H E  1979 B U D G E T  
Final appropriations 
1.8. The total of appropriations authorized t o  b e  
charged t o  the budget  accounts in 1979 amounted t o  
14 488 M E U A  compared with 14 447 authorized in 
the  amending a n d  supplementary budget N o  3, as  
shown in the following table:  
Table 2 — Final appropriations 1979 
(MEUA) 
A m e n d i n g  
budget N o  3 
Additional 
appropriations 
Final 
appropriations 
Commission 14 168 41 14 209 
Parliament 144 — 144 
Council 103 • • — 103 
Court o f  Justice 19 — 19 
Court o f  Auditors 13 — 13 
14 447 41 14 488 
1.9. The total addit ional  appropriations amount­
ing t o  41 M E U A  shown in Table 2 are made  u p  of  
11 M E U A  corresponding t o  income f rom work d o n e  
for  third parties ( ! )  a n d  30 M E U A  transferred f rom 
1978 appropriations carried forward. 
(') Article 91 (2) of Financial Regulation, as amended by 
Regulation N o  1252/79. OJ N o  L 160, 28. 6. 1979, p. 2. 
Transfer of appropriations from the 1978 budget to 
the 1979 budget 
1.10. The amount  of 30 M E U A  was transferred 
f rom differentiated payment  appropriations carried 
forward f rom the 1978 budget  (Chapter 96:  Cooper­
ation with non-Member  States) a n d  added  t o  the  
non-differentiated appropriat ions of the  1979 
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budget (Chapter 95:  Exceptional measures t o  assist 
developing countries a n d  non-Member  States). 
Although transfers between titles a n d  chapters of  
the  budget may be  m a d e  under  Article 21 of the  
Financial Regulation (•) they d o  not  constitute a n  
increase in the overall total of  the budget.  The trans­
fer of 30 M E U A  which was m a d e  from the budget 
appropriations of 1978 t o  the final appropriations 
for  1979, however, had  the effect of increasing the  
total of expenditure authorized in the 1979 budget 
by 30 M E U A  above the  total specified in the budget  
as finally adopted.  
1.11. In the opinion of the Court  the transfer of 
appropriations carried forward f rom the 1978 budget 
t o  be  added  to  the 1979 budget conflicts with the 
principle of annuality a n d  results in the limit of 
total expenditure authorized in the  1979 budget  
being exceeded. The general principle of making 
such transfers is also contrary to  the provisions of 
Article 6.2 (b) of the Financial Regulation (2) in 
accordance with which non-utilized payment appro­
priations may be  carried over automatically t o  the 
next financial year only. The  transfer of appropria­
tions from one  budget year t o  the next has the effect 
of prolonging the validity of the appropriation for  a 
further year. The Court  recommends that the trans­
fer of appropriations t o  subsequent budget years 
should be prohibited. 
Remark of the Court on the reply of the Commission 
to paragraph 1.11 
After studying the Commission's reply the Court 
accepts that, in this specific instance, the difficulty to 
which it drew attention was averted. However, it 
regards the general practice as something which 
should be avoided in the future. 
Utilization of final appropriations 1979 
1.12. Total appropriations authorized in the 1979 
budget included commitments  in respect of differ­
entiated appropriations amount ing  t o  3 682 M E U A .  
Differentiated appropriations are used for  the  
implementation of mult iannual activities a n d  con­
sist of commitment appropriations a n d  payment  
appropriations. Commitment  appropriations, cover, 
for  the current financial year, the total cost of the  
legal obligations entered into for  activities whose 
implementation extends over more than one  finan­
cial year. Payment appropriations cover, u p  t o  the  
limit of the amount  entered in the  budget,  expendi­
ture arising from commitments  entered into in the  
current financial years a n d / o r  preceding financial 
years (3). Only the sum of the amount  paid in the 
year plus the amount  carried forward is charged t o  
the income and  expenditure account  for  the  year. 
The  utilization of both  differentiated a n d  non-dif­
ferentiated appropriations of the 1979 budget is 
shown in Table 3. 
( ' )  OJ N o  L 356,  31. 12. 1977, p .  9 .  
( 2 )  OJ N o  L 356,  31. 12. 1977, p. 4.  
( 3 )  Article 1 o f  Financial  Regulat ion.  OJ N o  L 356,  31. 12. 
1977, p. 2. 
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Table 3 — Utilization of 1979 budget appropriations 
A. Amounts charged to the income and expenditure account from final appropriations 
(MEUA) 
' 
Final  
appropriat ions  
Payment s  
m a d e  
Payments  as  
% o f  
appropriat ions 
Appropri ­
a t i o n s  
carried for­
ward 
t o  1980 
Total  charged 
t o  i n c o m e  and  
expenditure 
account 1979 
Total  charged 
as  
% o f  f inal  
appropriat ions 
Commission 
Non-differentiated appropri­
ations: 12 368 11 996 9 7 0  329 12 325 . 99-6 
Differentiated appropriations: 
Payment appropriations 1 841 726 39-4 1 095 - 1 821 98-9 
14 209 12 722 1 424 14 146 99-5 
Non-differentiated appropriations: 
Parliament 144 98 6 8 0  17 115 79,9 
Council (including the Econ­
omic and Social Committee) 103 80 77-7 8 88 85-4 
Court of Justice 19 16 84-2 1 17 . 89-5 
Court of Auditors 13 9 69-2 1 10 76-9 
14 488 12 925 1 451 14 376 
-
B. Differentiated appropriations: commitments 
Final  
appropriat ions  
C o m m i t m e n t s  
entered in to  
C o m m i t m e n t s  
a s  % o f  
appropriat ions  
Appropr iat ions  
cance l led  
Appropriat ions  
carried forward 
Commission 3 682 2 897 78-7 154 631 
UNDER-UTILIZATION O F  APPROPRIATIONS 
1.13. Under-ut i l iza t ion o f  app ropr i a t ions  is a ser­
ious  mat te r  s ince  it cal ls  i n t o  ques t ion  b o t h  t h e  bas i s  
o n  which  budge ta ry  es t imates  h a v e  b e e n  p r epa red  
a n d  t h e  f inanc ia l  m a n a g e m e n t  o f  t h e  budge t .  
Under-ut i l iza t ion  o f t e n  a l so  indica tes  s low imple­
m e n t a t i o n  o f  C o m m u n i t y  policies  a s  au thor ized  in  
t h e  budge t .  Tab les  3, 4,  5, a n d  6 i l lustrate t h e  util iza­
t ion  o f  app rop r i a t i ons  b y  all t h e  ins t i tu t ions  a s  
s h o w n  in t h e  a c c o u n t s  p r o d u c e d  b y  t h e  C o m m i s s i o n  
o n  1 J u n e  1980 ( ' )  a s  a m e n d e d  b y  t h e  a d j u s t m e n t s  
s en t  t o  t h e  C o u r t  in Oc tobe r  1980 (2).  Fur ther  
deta i led  c o m m e n t s  o n  t h e  ut i l izat ion o f  app rop r i a ­
t i ons  in each  sect ion o f  t h e  genera l  b u d g e t  a r e  
i n c l u d e d  in  t h e  re levant  chapte rs  o f  th is  repor t .  
1.14. It is inevi table  t h a t  t h e  ful l  a m o u n t  o f  
app rop r i a t i ons  en te red  in  t h e  b u d g e t  will general ly  
n o t  b e  ut i l ized.  A reduc t ion  b e l o w  t h e  es t imated  
( ' )  COM (80) 233. 
(2) COM (80) 565 FR. 
a m o u n t  o f  app ropr i a t ions  requi red  f o r  a par t icular  
pol icy m a y  b e  we lcomed  in c i rcumstances  where  
m o r e  economica l  m e a n s  o f  achieving  par t icular  
object ives  h a v e  b e e n  used .  However  in m a n y  cases  
t h e  under-ut i l izat ion o f  appropr i a t ions  in t h e  gen­
eral b u d g e t  demons t r a t e s  t ha t  original  es t imates  o f  
expend i tu re  were substant ia l ly  inaccura te  a n d  sug­
gests  t ha t  t h e  impac t  o f  C o m m u n i t y  policies  which  
h a v e  b e e n  au thor ized  b y  t h e  budge ta ry  author i t ies  
w a s  less t h a n  h a d  b e e n  in t ended .  
1.15. O n e  c o n s e q u e n c e  o f  s igni f icant  under-ut i l i -
za t ion  o f  app ropr i a t ions  in  t h e  general  b u d g e t  is 
tha t  budge ta ry  resources  a re  a l loca ted  t o  sectors  in  
which  they  a re  n o t  fu l ly  uti l ized,  whilst  o the r  sectors  
m a y  b e  shor t  o f  f u n d s .  A fu r the r  e f fec t  is t h a t  C o m ­
m u n i t y  r evenue  h a s  b e e n  provided  in  1979 a t  a level 
well in excess  o f  t ha t  necessary t o  cover  t h e  pay ­
m e n t s  actual ly  m a d e  in t h e  year .  
Commission 
1.16. T h e  uti l ization o f  appropr i a t ions  f r o m  t h e  
1979 b u d g e t  is s h o w n  in Tab les  4 a n d  5. 
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Table 5 — Utilization of final appropriations for 1979 
Commiss ion:  Differentiated commitment  appropriations 
(MEUA) 
Final ap­
propri­
at ions 
C o m m i t m e n t s  entered 
into  
Appropri­
ations can­
celled 
Appropri­
at ions car­
ried for­
ward A m o u n t  
Commit ­
ment  as  % 
o f  appro­
priations 
Title 3 :  Research, energy, etc. 
Title 5:  Social F u n d  
(Chapters 50-53) 
Regional F u n d  
(Chapters 55 a n d  56) 
Title 8:  E A G G F  Guidance  
(Chapters 80-86) 
Specific measures in 
the  fisheries sector 
(Chapter  87) 
Title 9 :  Aid 
Title 10: Other 
512 
824 
1 010 
666 
56 
576 
38 
334 
775 
962 
460 
22 
344 
65-2 
94-1 
95 3 
69-1 
39-3  
59-7 
. 0 0  
45 
23 
48 
38 
133 
49 
48 
183 
34 
184 
3 682 2 897 78-7  154 631 
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1.17. Tab les  3 a n d  4 s h o w  tha t  a l t hough  9 9 - 5 %  
o f  t h e  total  app rop r i a t i ons  ava i lab le  were  charged  t o  
t h e  i n c o m e  a n d  expend i tu r e  a c c o u n t  o f  t h e  C o m ­
miss ion  in 1979, on ly  3 9 - 4 %  o u t  o f  d i f fe ren t i a ted  
p a y m e n t  app rop r i a t i ons  a m o u n t i n g  t o  I 841 M E U A  
w a s  ac tua l ly  p a i d  d u r i n g  t h e  year .  1 095 M E U A  w a s  
su rp lus  t o  r equ i rements  a n d  w a s  carr ied fo rward  t o  
1980. 
Differentiated appropriations 
1.18. T h e  in tent ion  o f  t h e  p rocedures  descr ibed  in  
pa r ag raph  1.12 is tha t  d i f fe ren t ia ted  app rop r i a t i ons  
en te red  in t h e  b u d g e t  f o r  t h e  year  c a n  b e  r e d u c e d  t o  
a m i n i m u m  necessary t o  mee t  p a y m e n t s  fa l l ing d u e ,  
w i thou t  restricting t h e  C o m m i s s i o n ' s  abil i ty t o  c o m ­
mi t  expend i tu r e  o n  mu l t i annua l  pro jec ts  u p  t o  t h e  
level au thor ized  in t h e  budge t .  T h e  b u d g e t  f o r  pay ­
m e n t  app rop r i a t i ons  there fore  consis ts  s imply  o f  a 
fo rward  es t imate  o f  p a y m e n t s  t o  b e  m a d e  d u r i n g  t h e  
yea r  u n d e r  a p r o g r a m m e  o f  m u l t i a n n u a l  pro jec ts  f o r  
which  long- term c o m m i t m e n t s  h a v e  a l ready  b e e n  
en te red  in to .  
1.19. T h e  pr incipal  sectors  o f  t h e  b u d g e t  f o r  
which  d i f fe ren t ia ted  a p p r o p r i a t i o n s  h a v e  b e e n  
i n t roduced  are  t h e  research sector  ( u n d e r  Ti t le  3), 
t h e  Social  F u n d  a n d  t h e  Regional  F u n d  ( u n d e r  
Ti t le  5), E A G G F  G u i d a n c e  ( u n d e r  Tit le  8) a n d  a i d  
t o  deve lop ing  count r ies  ( u n d e r  Ti t le  9). 
1.20. Tab l e s  4 a n d  5 clearly s h o w  tha t  t h e  util iza­
t ion  o f  c o m m i t m e n t s  f o r  mu l t i annua l  projects  h a s  
b e e n  s ignif icant ly  h igher  t h a n  t h e  ut i l izat ion o f  
p a y m e n t  appropr ia t ions .  A l t h o u g h  t h e  C o m m i s s i o n  
h a s  b e e n  a b l e  t o  c o m m i t  f u n d s  f o r  pro jec ts  which  
will b e  i m p l e m e n t e d  over  several years ,  p a y m e n t s  in  
1979 f o r  t h e  s a m e  projec ts  cou ld  n o t  b e  m a d e  a t  t h e  
r a t e  an t i c ipa ted  in t h e  budge t .  Progress in imple ­
m e n t i n g  t he se  policies in real t e rms  h a s  there fore  
b e e n  s l o w :  
1.21. Ft shou ld  b e  r emembered  tha t  t h e  low rates  
o f  p a y m e n t  ind ica ted  a b o v e  h a v e  b e e n  recorded  
desp i t e  t h e  fac t  t h a t  i n  1979 t h e  C o m m i s s i o n  intro­
d u c e d  a s c h e m e  f o r  p a y m e n t  o f  special  a d v a n c e s  t o  
M e m b e r  States  t o  accelerate  implementa t ion  o f  pol ­
icies u n d e r  t h e  Social F u n d ,  t h e  Regional  F u n d  a n d  
t h e  E A G G F  G u i d a n c e  F u n d .  
1.22. T h e  C o u r t  recognizes t ha t  in m a n y  cases  
de lays  in util izing appropr ia t ions  f r o m  these  f u n d s  
c a n  b e  caused  by practical  diff icul t ies  encoun te red  
in t h e  M e m b e r  States,  ra ther  t h a n  in  t h e  adminis t ra ­
t ive services o f  t h e  C o m m i s s i o n .  Every e f for t  shou ld  
b e  m a d e  t o  ove rcome  these  p rob lems .  I n  t h e  m e a n ­
t i m e  t h e  b u d g e t  f o r  p a y m e n t  appropr i a t ions  shou ld  
reflect  m o r e  accurately  t h e  v o l u m e  o f  p a y m e n t s  
which  a re  likely t o  b e  m a d e  in t h e  year .  
Overbudge t ing  f o r  d i f fe ren t ia ted  p a y m e n t s  led t o  a n  
a n o m a l o u s  s i tuat ion in  1979. Since  t h e  b u d g e t  m.ust 
b e  in ba l ance ,  over-es t imat ion in t h e  budge t  o f  
app ropr i a t ions  which  will b e  uti l ized du r ing  t h e  year  
requires  t h e  provis ion o f  a co r respond ing  a m o u n t  o f  
r evenue  f r o m  t h e  C o m m u n i t i e s '  o w n  resources.  Th i s  
r evenue  is p rov ided  desp i te  t h e  f ac t  t ha t  t h e  excess  
app ropr i a t ions  f o r  expend i tu re  c a n n o t  b e  uti l ized,  a t  
t h e  earliest,  unti l  t h e  fo l lowing  year .  I n  1979, 1 095 
M E U A  w a s  p rov ided  t o  cover  p a y m e n t  app rop r i a ­
t i ons  .carr ied fo rward  which  cou ld  n o t  b e  uti l ized 
unt i l  1980, whilst  a t  t h e  s a m e  t i m e  add i t iona l  
r evenue  o f  731 M E U A  w a s  p rov ided  in  t h e  th i rd  
supp lemen ta ry  b u d g e t  t o  cover  expend i tu re  i n  
1979. If t h e  budge t  f o r  p a y m e n t  app ropr i a t ions  h a d  
b e e n  closer t o  t h e  ac tual  s u m s  p a i d  in t h e  year  t h e  
total  a m o u n t  o f  r evenue  t o  b e  p rov ided  in 1979 
w o u l d  h a v e  b e e n  cor respondingly  r educed .  
Non-differentiated appropriations 
Utilization o f  differentiated appropriations 
(o/o) / 
Payment > Commitment 
Research • 51-2  65 -2  
Social F u n d  5 6 0  94-1 
Regional F u n d  32-1  9 5 - 3  
E A G G F  G u i d a n c e  29 -9  69-1 
Aid 13-8 59-7  
1.23. Uti l ization o f  non-d i f fe ren t ia ted  appropr i a ­
t ions  w a s  general ly higher  t h a n  o f  d i f fe ren t ia ted  
appropr ia t ions .  Slow rates  o f  p a y m e n t  were  
encoun te r ed  in Research,  t h e  Social F u n d  a n d  Aid ,  
u n d e r  which respectively on ly  39 %, 6 0  % a n d  
5 7 - 9  % of  appropr i a t ions  avai lable  in t h e  1979 
b u d g e t  were  p a i d  in t h e  year,  a n d  m o s t  o f  t h e  ba l ­
a n c e  r ema in ing  w a s  carried fo rward  t o  1980. 
1.24. Fur ther  detai ls  concern ing  t h e  uti l ization o f  
b u d g e t  appropr i a t ions  are  given in each  chap te r  o f  
th is  repor t .  
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Other institutions 
1.25, T h e  uti l ization o f  budge t  app ropr i a t ions  b y  
t h e  o the r  ins t i tu t ions  is shown  in T a b l e  6.  Fur ther  
c o m m e n t s  conce rn ing  t h e  accoun t s  o f  these  inst i tu­
t ions  a re  inc luded  in C h a p t e r  10 (Staff  Expend i tu re )  
a n d  in C h a p t e r  11 (Opera t ional  Expend i tu re )  o f  th is  
repor t .  
APPROPRIATIONS C A R R I E D  FORWARD 
1.26. A s u m m a r y  o f  t h e  uti l ization o f  appropr ia ­
t i ons  carr ied forward  f o r  t h e  years  1973 t o  1978 is 
given in C h a p t e r  2 (pa ragraph  2.9). 
Financial Regulation which states that requests for 
these carry-overs shall be, 
d) presented to the Commission, which in turn for­
wards them to the Council and to the European 
Parliament, and 
(ii) deemed approved if the Council has not expressed 
a negative opinion within six weeks. 
The resolution of the Council to which the Parliament 
refers makes no reference to the procedure for 
approval of carry-overs. The Court therefore concludes 
that carry-overs can only be deemed to have been 
approved if the provisions of Article 6 (3) of the Finan­
cial Regulation have been complied with. 
Appropriations carried forward in the accounts>of the 
European Parliament 
1.27. T h e  accoun t s  o f  t h e  E u r o p e a n  Par l iament  
inc lude  appropr ia t ions  carried fo rward  t o  1980 
a m o u n t i n g  t o  2 6 8 1 0 0 0  E U A .  These  carry-overs 
shou ld  h a v e  been  a p p r o v e d  b y  t h e  Counc i l  u n d e r  
t h e  p rocedure  descr ibed in pa ragraph  1.2 above .  
S ince  n o  fo rma l  request  w a s  submi t t ed  t o  t h e  C o u n ­
cil b y  t h e  d u e  da te ,  21 April ,  t h e  C o u r t  cons iders  
t ha t  t h e  carry-over of  these  appropr i a t ions  h a s  n o t  
b e e n  du ly  au thor ized .  T h e  total  o f  app ropr i a t ions  
carried fo rward  is the re fo re  overs ta ted  a n d  t h e  sur­
p l u s  f o r  t h e  year  s h o w n  in  t h e  i n c o m e  a n d  expend i ­
tu re  a c c o u n t  o f  t h e  genera l  b u d g e t  is unders ta ted  b y  
2 6 8 1 0 0 0  E U A .  T h e  b u d g e t  i tems concerned,  a r e  
s h o w n  b e l o w :  
Item EUA 
1301 Mission expenses, staff 1 200 000 
1420 Restaurants and canteens 25 000 
2220 Technical equipment and instal­
lations 1 400 000 
2253 Subscription to news agencies 21 000 
2941 Scholarships for vocational train­
ing o f  conference interpreters 35 000 
2 681 000 
Remark of the Court on the reply of the European 
Parliament to paragraph 1.27 
The procedure referred to in the reply of the European 
Parliament is that established in Article 6 (3) of the 
A C C O U N T I N G  PROBLEMS IN T H E  E A G G F  
G U A R A N T E E  SECTION 
1.28. Signif icant  accoun t ing  p rob lems  h a v e  arisen 
in 1979 in t h e  opera t ion  o f  t h e  E A G G F  G u a r a n t e e  
Sect ion.  (See a l so  C h a p t e r  4.) 
1.29. T h e  i n c o m e  a n d  expend i tu r e  accoun t s  p ro ­
d u c e d  o n  1 J u n e  1980 exc lude  expend i tu re  o f  203 -5 
•MEUA incurred in N o v e m b e r  a n d  December  1979, 
which was  in excess o f  b u d g e t  appropr i a t ions  f o r  
t h e  year  a n d  has  b e e n  charged  a s  expend i tu re  o f  
1979 o n  appropr i a t ions  f o r  1980. T h e  C o u r t  cons id­
ers tha t  t h e  accounts ,  a s  p roduced  o n  1 J u n e  1980, 
d o  no t  proper ly  s h o w  expend i tu re  incurred  in 1979. 
Fur thermore ,  t h e  excess  o f  expend i tu r e  forecast  f o r  
t h e  year  shou ld  h a v e  b e e n  incorpora ted  a n d  for­
mal ly  au thor ized  in t h e  a m e n d i n g  a n d  s u p p l e m e n ­
tary budge t  N o  3 which w a s  a p p r o v e d  a s  la te  a s  
13 December  1979. 
Remark of the Court on the Commission's replies to 
paragraphs 1.29 and 4.14 to 4.18 
The Court notes the Commission's statement that the 
expenditure of 203-5 MEUA relates to 1979 but has 
been charged against budget appropriations of 1980.. 
In the opinion of the Court the total expenditure of the 
general budget for 1979 is therefore understated in the 
accounts by 203-5 MEUA. The Court recommends 
that the discharge authority should require this 
amount to be charged exceptionally as expenditure in 
the accounts for the year ended 31 December 1979. 
1.30. In 1978, 306 -2  M E U A  w a s  charged  t o  t h e  
a c c o u n t s  a s  an t i c ipa ted  deprec ia t ion  o f  t h e  va lue  o f  
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f intervention stocks held at 31 December 1978. This 
amount  approximated t o  the balance of unspent  
appropriations at the end  of the year. N o  such 
depreciation has been charged in 1979. In the opi­
nion of the Court,  proper accounts of expenditure 
cannot  b e  drawn u p  unless accounting policies are 
consistently applied.  
1.31. Under  the present regulations, certain types 
of income continue t o  b e  entered as negative 
expenditure.  This practice is undesirable since it 
conceals the true amount  of expenditure. (See para­
graph 4.36.) 
BALANCE O F  THE YEAR 
1.32. The balance of the year, as shown in the 
amended accounts,  amounts  t o  455-9 M E U A .  The  
real situation is, however, as follows: 
Reported balance (surplus) 455 9 M E U A  
Less: 
1979 expenditure of  EAGGF Guarantee 
charged to  1980 (paragraph 1.29) 203 5 M E U A  
252 4 MEUA 
Add: 
Excess appropriations carried forward to 
1980: Parliament (paragraph 1.27) 2 6 MEUA 
255 M E U A  
In addition t o  the above adjustments  depreciation 
of intervention stocks to  306 M E U A  was charged in 
December 1978. This should either have been 
charged in 1979 on  realization of the stocks or a 
consistent policy should have been applied resulting 
in a further charge in respect of stocks held on  
31 December 1979. 
Remark of the Court on the reply of the Commission 
to paragraph 1.32 
In the accounts presented by the Commission 203-5 
MEUA of expenditure relating to 1979 has been omit­
ted from the income and expenditure account for the 
year and inconsistent accounting policies have been 
applied in 1978 and 1979: In these circumstances the 
Court cannot accept the Commission's view that the 
balance of the financial year has been calculated in 
accordance with the correct application of the princi­
ples of accountancy. 
LEGAL DEVELOPMENTS 
The judgment of the Court of Justice in the Como 
affair 
1.33. In January 1980 an important judgment  
which has wide implications for the  audit  of Com­
munity.  f u n d s  was given by the Court  of Justice 
relating t o  the audit  of Community  revenue arising 
in the Member States. The judgment  of the Court  of 
Justice in the C o m o  affair  ( ' )  clarified certain 
aspects of the Commission's  powers of control over 
the own resources of the Community.  The case 
arose out  of a disagreement between the Commis­
sion a n d  the Italian Government  as t o  the Commis­
sion's right t o  continue investigations into substan­
tial f rauds connected with the irregular diversion t o  
home  consumption of large quantities of imported 
butter without payment of agricultural levies. The  
events concerned were, at the time, the subject of 
preliminary judicial proceedings in Italy, and ,  as  a 
consequence, certain documents  essential t o  the  
Commission's  investigations were subject t o  judicial 
secrecy. Furthermore, the  Italian Government  con­
tested the Commission's  right to  carry out  controls 
before the  own resources had  been duly established 
by the Member States. 
1.34. The Court  of Justice, while upholding the 
rule of judicial secrecy in the case involved, con­
firmed the Commission's  power t o  investigate docu­
ments a n d  events at all stages in the  chain leading 
u p  to  the making available of the Communit ies '  
resources including those which occur prior t o  the 
da te  of establishment. The Court  of Auditors wel­
comes this aspect of the decision which should b e  
an  encouragement to  the Commission t o  press 
ahead with effective investigations in the  field of 
f raud a n d  irregularity. It should b e  noted that the  
judgment  related only t o  the controls carried out  by 
the Commission a n d  not  to  the powers of the Court  
of Auditors which are laid down in the Treaty of 
1975. 
(') Judgment of  10 January 1980, Case 267/78,  Commis­
sion v. Italian Republic. 
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I N T E R E S T  R A T E  S U B S I D I E S  
1.35. Under  the Regional Fund a n d  the European 
Development Funds,  interest rate subsidies are 
granted on  loans made  by the European Investment 
Bank. The Commission normally pays t o  the Bank 
the whole of the subsidy covering the full period of 
the loan at the time when the loan is first granted. 
The amount  payable is abated to  compensate for  the 
present value of payments which would normally 
have been made  over the full period of the loan. The 
Court  requests the Commission to  consider whether 
interest rate subsidies should be  paid annually as 
they become due,  rather than making lump-sum 
payments as at present. 
O n  5 August 1980 the Commission transmitted t o  all 
the institutions for  consultation, proposals for  new 
implementing measures for  the Financial Regula­
tion of 21 December 1977. 
1.38. Since 1 January 1978 the budget a n d  the  
accounts of the general budget have been expressed 
in EUA. In 1976 the Commission submitted t o  the  
Council  a proposal for  a procedure for  applying the  
European unit of account (EUA) t o  the legal acts 
adopted by the institutions of the European Com­
munities. N o  regulations have since been app roved  
although the EUA was introduced for  the general 
budget of the Communities f rom 1 January 1978. 
Since that date  provisional measures have been 
introduced for  conversions between national curren­
cies and  EUAs and  for  drawing u p  the  accounts.  
M I S C E L L A N E O U S  P R O B L E M S  
Delays in closing accounts 
1.36. Significant delays are still experienced in 
the final closing of accounts. The Court  recom-, 
mends  that further intensive efforts should be made  
t o  enable accounts t o  be closed more promptly. At 
1 June  1980 the latest accounts of the various differ­
ent sectors to  be closed are as follows: 
— E A G G F  Guarantee:  1973 
— Social Fund :  1973 
— First European Development 
Fund (1959 to  1964) 
— Second European Fund (1964 to  
1970) 
— Third European Development 
Fund (1970 to  1975) 
— Fourth European Development 
• Fund (1976 to  1980) 
N o  
accounts 
have yet 
been 
closed 
1.39. In the opinion of the Court  it is unsatisfac­
tory that neither the implementing measures for  the  
Financial Regulation nor  a formal regulation gov­
erning implementation of the E U A  has been 
adopted.  In the absence of formal regulations, pro­
visional measures have been adopted  by the institu­
tions. 
1.40. In accordance with Article 107 of the Finan­
cial Regulation (3), the  European Parliament a n d  the 
Council  are to  examine the Financial Regulation 
every three years in the light of a proposal f rom the  
Commission. Under  Article 209 of the Treaty, the 
Council must consult the Court  of Auditors on  all 
proposals for financial regulations. The next review 
is due  to  take place in 1980. The Court  recommends 
that  the Commission,  at the same t ime as proposing 
amendments  to  the Financial Regulation, should 
also make proposals for  appropriate, revised imple­
menting measures a n d  for  measures concerning the 
application of the E U A  to  the general budget of the 
Communities.  
A C C O U N T I N G  P O L I C I E S  
Omissions from accounting regulations 
1.37. Although a new financial regulation was 
adopted on  31 December 1977, n o  new implement­
ing measures were issued. At present the Financial 
Regulation of 1977 is being applied by utilizing the  
regulation of 29 June  1975 ( ' )  for  the implementa­
tion of the Financial Regulation of 25 April 1973 (2). 
1.41. Accounting policies encompass the princi­
ples, bases, conventions, rules a n d  procedures 
adopted in preparing a n d  presenting financial infor­
mation. T o  assist the reader in assessing the infor­
mation presented in the. accounts, a factual sum­
mary of the main accounting policies adopted in 
drawing u p  the budgetary accounts of the Commu­
nities is given below. Comments  on  certain account­
ing policies are included in Chapter  2 of this report. 
( ' )  OJ N o  L 170, 1. 7. 1975, p. I. 
( 2 )  OJ N o  L 116, 1. 5. 1973, p. 1. 0 OJ N o  L 356,  31. 12. 1977, p. 27.  
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Own resources 
1.42. Own resources a n d  financial contributions 
are entered in the accounts on  the basis of amounts  
actually credited during the year t o  the accounts 
held by the appropriate national authorities in the 
name  of the Commission (see also paragraph 3.18). 
1.43. The difference between the amount  of VAT 
own resources a n d  financial contributions provided 
for  in the budget a n d  the actual amoun t  receivable 
for  each year is calculated by 1 July of the  following 
year. The difference is then entered as an  adjust­
ment  in a supplementary budget of that  year. 
Other income 
1.44. Other income is stated on  the basis of 
amounts  actually received during the year. 
Conversion to EUA 
1.45. Own resources a n d  financial contributions 
are converted into E U A  at the rate of exchange rul­
ing on  the d u e  da te  for  payment.  Other items of 
income a n d  expenditure have been converted at a 
standard rate of exchange for  the month  in which 
they were received or paid.  Ga ins  a n d  losses on  
exchange are included in account 951. 'gain on  .dif­
ferences in exchange rates' ( ' ) .  
C o m m i t m e n t s  
1.46. Commitments  are entered in the accounts 
on  thef bdsis of the commitments entered into on  
31 December ( ' ) .  
P a y m e n t s  
1.47. Payments of a financial year are stated on 
the basis of items for  which authorization reached 
the Financial Controller not  later than 31 December 
a n d  for which payment  was effected by the account­
ing officer not  later than the following 15 Janu­
ary C)( 2 ) .  
B a l a n c e  s h e e t  
1.48. See Chapter  2. 
R E P O R T S  A N D  O P I N I O N S  P R O D U C E D  B Y  T H E  
C O U R T  D U R I N G  T H E  Y E A R  
1.49. (a) The Court  has published the following 
special reports and  opinions during the year 
1 December 1979 to  30 November 1980. 
— OJ N o  C 84 of 3 April 1980 
Opinion on a proposal for  a Regulation t o  
amend  the Financial Regulation of 21 Decem­
ber 1977 a n d  on  proposals for  amendments  to, 
a n d  a draf t  amendment  of ,  related legislation. 
— OJ N o  C 165 of 5 July 1.980 
Opinion on the proposal for  a Council  Regula­
tion on monetary compensatory amounts .  
Opinion on  the proposal for  a Council  Regula­
tion on  the value of the unit  of account  a n d  the 
conversion rates t o  b e  applied for  the purposes 
of the common agricultural policy. 
— OJ N o  C 233 of 11 September 1980 
Opinion on  a proposal for a Council  Regulation 
amending Regulation (EEC)  N o  1172/76 of 
17 May 1976 setting u p  a financial mechanism. 
Opinion on the proposal for  a Council  Regula­
tion instituting supplementary measures in 
favour  of the United Kingdom. 
— OJ N o  C 258 o f  6 October 1980 
Special report on  various measures affecting the  
management  of the E A G G F  Guarantee  Section. 
( ' )  Special  provis ions  apply ,  however ,  t o  the  E A G G F  
Guarantee  Sect ion.  ( 2 )  Financial  Regulat ion,  OJ N o  L 356,  31.  12. 1977, p. 1. 
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(b) The Court  has adopted  the following reports, etc. 
during the year 1 December 1979 t o  30 November 
1980 which have not  yet been published: 
— Opinion on the proposal for a Council  Regula­
tion laying down special general rules for  the 
supply of food  aid of products other than  
cereals, skimmed-milk powder or butter oil t o  
certain developing countries a n d  specialized 
bodies. 
— Special report on  Community  Food Aid. 
— Special report on  the acquisition a n d  control 
over office supplies a n d  equipment  as applied 
by the institutions of the European Communi ­
ties. 
— Observations on its initial financial review of 
the computer  centre of the European Communi ­
ties. 
— Special report o n  the application of Council  
Directive N o  75/268 on mountain  a n d  hill 
farming a n d  farming in less-favoured areas. 
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CHAPTER 2 — ACCOUNTING MATTERS 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
reference 
Summary of principal comments  2.0 
Examination of Commission systems of accounting 
a n d  control 2.1 a n d  2.2 
T h e  ascertainment of the institutions' situation in res­
pect of assets a n d  liabilities 2.3 t o  2.11 
T h e  presentation of the financial statements 2.12 to  2.18 
Explanatory notes to  the financial s ta tements '  2.15 to  2.17 
A summary revenue a n d  expenditure account  of 
the Communit ies  2.18 
Conclusion 2.19 
\ 
Summary of principal comments 
Paragraph 
reference 
2.0. The principal comments  included in this chap­
ter are:  
(a) The  general accounts as operated by the  Commis­
sion a n d  the Communit ies '  balance sheet as 
drawn u p  by the Commission still fall short of 
meeting the requirements laid down in the rele­
vant legislation. 
(b) The  balance sheet item 'appropriations carried 
forward '  reflects a concept relevant t o  budgetary 
accounting:  for  inclusion in the balance sheet it 
needs t o  be  analysed into categories of liabilities. 
(c) The surplus element included in the amount  of 
appropriations carried forward ought t o  be  consi­
derably reduced;  to  the extent that  it remains, 
however, its existence ought t o  b e  disclosed. 
(d) Explanatory notes should be  attached t o  the 
financial statements t o  explain their underlying 
accounting principles a n d  t o  give supplementary 
information not  included in the  balance sheet o r  
the revenue and  expenditure account.  
/ 
(e) A summary consolidated revenue a n d  expendi­
ture account,  presented together with a summary 
consolidated balance sheet a n d  explanatory 
notes, would greatly increase the insight into the  
Communit ies '  financial affairs. An example of 
such a revenue a n d  expenditure account  is 
attached. 
2.3 t o  2.11 
2.8 
2.9 a n d  2.10 
2.12 t o  2.17. 
2.12 t o  2.14 
a n d  2.18 
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( f )  T h e  Cour t  has  no t  been' able t o  satisfy itself that  
the  balance  sheet of the  Communi t i es  as a t  31 
December  1979 adequately reflects the  C o m m u n i ­
ties'  assets a n d  liabilities a t  that  date ,  as  required 
by the  relevant financial regulations. 2.19 
E X A M I N A T I O N  O F  COMMISSION SYSTEMS O F  
A C C O U N T I N G  A N D  CONTROL 
2.1. Dur ing the  first two years of  the  Cour t ' s  
work,  systems of account ing a n d  control in t he  
audi ted  bodies  were examined b y  the  Cour t ' s  ser­
vices fo r  the  different  subject  areas. 
T h e  examination of systems is a fundamental  ele­
men t  in the  approach  which, in principle, the  Cour t  
has  adop ted  fo r  its audi t  work. This  approach  is 
based  o n  the  concept  tha t  the  internal administra­
tion should be  self-controlling, a n d  therefore t he  
audi tor  needs  t o  identify a n d  evaluate all e lements  
of  internal management  which m a k e  u p  the  pro­
cesses of authorizing, recording a n d  verifying finan­
cial transactions.  
T h e  examinat ion of  each subject area in the  pas t  
two  years has  necessarily been o n  a selective bas is :  
the  scope of  the  audi t  of  the  systems, notably 
account ing systems, a n d  records has  depended  o n  
the  audi t  resources available. 
In the  case of  the  general accounts  the  system was  
examined  a n d  a description prepared o n  behalf  of  
the  Cour t  in 1978. T h e  budgetary procedures a n d  
accounts  have  been examined  t o  a certain extent  
dur ing  t he  first two  years of  the  Cour t ' s  existence b y  
the  audi t  sectors concerned with each subject  area.  
2.2. At  the  e n d  of 1979 the  Cour t  decided tha t  the  
results of  t he  examinat ion which h a d  been  carried 
ou t  in each subject  area  should b e  consol idated a n d  
completed.  T h e  purpose ,  in b road  terms,  was  t o  
provide a basis fo r  t he  Cour t ' s  fu ture  work in all 
areas.  A special t eam was  set u p  t o  carry ou t  this 
audi t  investigation. T h e  work started in January  
1980 a n d  will b e  completed  later in the  year. 
As this investigation is still taking place while these 
observations o n  the  1979 accounts  are be ing written, 
the  Court  is making n o  general comment s  o n  sys­
tems a n d  related control aspects in this annua l  
report.  
T H E  A S C E R T A I N M E N T  O F  T H E  INSTITUTIONS' 
SITUATION I N  RESPECT O F  ASSETS A N D  
LIABILITIES 
/ 
, 2.3. In  its annua l  report  o n  t he  1978 accounts  the  
Cour t  specified in detail  the  provisions laid d o w n  in 
the  Financial Regulat ion a n d  t he  implement ing 
measures pertaining t o  the  general  accounts  a n d  the  
ba lance  sheet. 
T h e  Cour t  concluded,  af ter  examinat ion of  the  gen­
eral accounts  of  the  Commiss ion  a n d  the  ba lance  
sheet  of t he  Communi t ies  as  drawn u p  by the  C o m ­
mission, tha t  these d i d '  no t  meet  t he  requirements  
laid d o w n  in the  regulations, i.e. tha t  t he  general  
accounts  should enable  the  insti tution's  si tuation in 
respect of  assets a n d  liabilities t o  b e  ascertained a n d  
tha t  the  Communi t ies '  ba lance  sheet  should  show 
their assets a n d  liabilities. It  was  f o u n d  that  t he  
Commiss ion ' s  general accounts  ' a re  no t  geared t o  
t h e  objective laid d o w n  in the  regulations,  b u t  serve 
principally t o  record money  movements ' .  This  prac­
tice has  two  consequences:  'The  ba lance  sheet  
includes numerous  items which represent neither 
assets no r  liabilities' a n d  'certain assets a n d  liabili­
ties of the  Communi t ies  are no t  accounted  fo r  in the  
general accounts  a t  all a n d  consequent ly d o  no t  
figure in the  balance  sheet ' .  
T h e  Commiss ion replied that  it was  prepared t o  
comply  with the  requests of the  Cour t  of  Auditors  
subject  t o  a careful  examinat ion of  the  problems o f  
internal organisat ion a n d ,  probably,  the  . s taff  
needed .  
2.4. T h e  Cour t  notes  with satisfaction tha t  certain 
improvements  have  been  achieved in this respect :  
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— fixed assets are disclosed in the balance sheet 
(but only those of  the Commission); 
— loans for migrant workers are now shown in the 
balance sheet (although the repayment receiva­
ble regarding these loans is included incorrectly 
in loans borrowed instead of  being shown as 
'.capital'). 
Remark of the Court on the reply ,of the Commission 
to paragraph 2.4 
The amended version of the consolidated balance 
sheet published 6y the Commission in October 1980 
shows the fixed assets of the Court of Auditors in 
addition to those of the Commission. The Court 
regrets that the same could not have been done for the 
other institutions. 
2.5. These improvements are, however, too lim­
ited to give the general accounts and the balance 
sheet their character as required by the regulations. 
Much remains to be done; for instance: 
— the assets in the balance sheet still include items 
held in suspense accounts (i.e. expenditure of  
the year not charged and therefore recorded as 
an asset). A major item of this nature in this 
year's balance sheet is the 203-5 MEUA 
expenditure made during 1979 for EAGGF, 
brought forward via the balance sheet to be 
charged in the 1980 revenue and expenditure 
account. (All the budget appropriations for 1979 
were absorbed and therefore when additional 
payments were made above the budgetary ceil­
ing they had to be debited to the balance sheet, 
see Chapters 1 and 4,) In paragraph 11.7 of  its 
report on the 1978 accounts the Court criticized 
this practice of  using the general accounts to cir­
cumvent the controls, in this case annuality, in 
the budgetary accounting system; 
— receivables and payables are still not systemati­
cally recorded. As a specific receivable item the 
amounts of recoverable value added tax are not 
accounted for in the general accounts and con­
sequently are not shown as an asset in the bal­
ance sheet, and 
— the values of certain stocks are still not included 
(e.g. stocks of stationery and official publica­
tions). 
Between November 1979 and July 1980, the Court 
did not have extensive consultations with the Com­
mission on these and other accounting matters. But 
on the completion of  the systems examination noted 
in paragraphs 2.1 and 2.2 the Court is confident that 
it will be able to assist the Commission with such 
matters. 
Remark of the Court on the reply of the Commission 
to paragraph 2.5 
The Court considers that the Commission alone is res­
ponsible for its own accounting practices and thus for 
initiating changes therein. Needless to say, the Court 
would have given its assistance had it been consulted 
by the Commission on any such amendments in 1979. 
With regard to the amount of 203.-5 MEUA, an item 
of expenditure which, although incurred in 1979, was 
excluded from the expenditure charged to the finan­
cial year and was brought forward to 1980 via the bal­
ance sheet, the Court would stress that, notwithstand­
ing its comments in paragraphs 1.29 and 4.14 to 4.18 
of this report, this particular comment refers to the 
presentation of information by means of financial 
statements and not to the constraints of budgetary 
law. In the case in question, the Court finds that an 
item of actual expenditure which arose during the year 
was improperly shown as an asset at the end of the 
same year. 
The Court also notes that in its'replies the Commis­
sion confuses clearance of the suspense accounts with 
presentation in the balance sheet of figures which 
derive from valuations rather than accounting entries. 
These are separate questions which have in common 
the effect of raising doubts as to the adequacy of the 
internal control and financial management. 
The way in which certain stocks are managed does not 
depend upon amendment to the Financial Regulation. 
Knowledge of the quantity and value of stocks could 
be obtained by intelligent use of data processing with­
out an excessive amount of extra work and without 
the need for amendment to the Financial Regulation, 
whose implementing measures provide that stock 
accounts be kept (Article 76 (3)) ('). 
2.6. For the moment, the Court would like to 
draw attention to an additional important element 
(•) OJ  N o  L 170, 1. 7. 1975. 
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incorporated in the balance sheet, i.e. the credit item 
'budget appropriations carried forward',  which con­
stitutes approximately 50 % of the balance sheet 
total of 4-600 MEUA.  Basically the item budget 
appropriations carried forward represents: 
— commitments on non-differentiated appropria­
tions, 
— certain non-differentiated appropriations that 
are uncommitted at the year end,  a n d  
— unspent  payment  appropriations arising f rom 
differentiated appropriations. 
These items are charged to  the revenue and  expendi­
ture account  of the year a n d  are recorded in the bal­
ance  sheet as a liability. Payments made  during the 
following year in respect of these items are charged 
t o  this balance sheet account.  If any  items remain 
on  this account at the end of that year they are 
annulled a n d  included in revenue. 
2.7. In order t o  fully understand this balance 
sheet account,  governed by the provisions of Arti­
cle 6 of the Financial Regulation, it is necessary t o  
be  aware that it constitutes a major  exception t o  the  
principle laid down in Article 5, i.e. that  revenue 
a n d  expenditure are to  be  accounted for  on  a cash 
receipt /payment  basis. T h e  only other exception is 
m a d e  in Article 5 itself, last paragraph, for  expendi­
ture paid after  31 December bu t  not  later than  
15 January,  provided that  this expenditure is author­
ized a n d  submitted t o  the Financial Controller by 
31 December (payments pending). 
Apart f rom the latter item, appropriations carried 
forward, as  described in paragraph 2.6, is the only 
non-cash basis item recognized by the accounting 
system as  it is defined by current legislation. Other 
types of accruals are in principle excluded a n d  
therefore d o  not  appear  in the balance sheet 
although exceptions may occur, e.g. the amount  of 
revenue resulting f rom the third revision of the  
budget in 1979, which was received in 1980 bu t  was 
taken into revenue for  1979 (appearing in the bal­
ance  sheet a t  31 December 1979 under  'Member  
States' amount ing t o  397 M E U A :  see para­
graph 3.18). 
2.8. The item payments pending does not  consti­
tute a problem from the  point  of view of balance 
sheet presentation. It may be expected t o  represent 
real current liabilities. However, the item budget  
appropriations carried forward is more complicated 
as far  as balance sheet presentation is concerned. 
That  is mainly because it is compiled directly f rom 
the budgetary accounting system a n d  therefore does  
not  automatically constitute a liability as is required 
for  presentation in the balance sheet. For balance 
sheet purposes the item should in principle b e  ana­
lysed at the year end into three broad categories of 
liabilities, plus a fourth from budgetary practice: 
1. appropriations that  exist in respect of items 
where the terms of the contract have been ful­
filled (creditors); 
2. appropriations that  exist in respect of items 
where the contract is concluded but  not  yet per­
formed (existing commitments);  
3. appropriations for  which n o  binding legal com­
mitments towards third parties exist yet, bu t  
where it can b e  reasonably assumed that  the  
appropriations~will be  spent in the following 
financial year (anticipated commitments);  a n d  
4. appropriations.carried forward for  which a his­
torical analysis (see 2.9 below) shows that signi­
ficant amounts  will remain unused at the  end  of 
their period of validity (surplus element). 
Categories 1 a n d  2 are in principle readily identifia­
ble, both f rom each other and  f rom the other two 
categories. In order t o  distinguish between catego­
ries 3 a n d  4, however, it will not  suffice simply t o  
look at the individual transactions; there has  t o  b e  a 
global estimate of the amount  that will remain avail­
able after actual utilization of the appropriations 
carried forward. This estimation should b e  based on  
historical da ta  a n d  on  actual information available 
a t  the moment  when drawing u p  the balance sheet. 
2.9. As to  the  part of appropriations carried for­
ward which remains unspent  in the following finan­
cial year the Court  m a d e  an analysis over the last six 
years. 
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Table 1 — Analysis o f  the cancellations o f  appropriations carried forward to  the following 
financial year 
(all institutions) 
Total  carried for­
ward t o  f o l l o w ­
ing  f inanc ia l  year  
M E U A  
O f  which relat­
ing to  prior year 
M E U A  
Balance  
M E U A  
O f  w h i c h  can-
. ce l led  in subse­
q u e n t  year  
M E U A  
% 
cance l led  
\973 1 9 8 0  748 1 232 91 7 
1974 2 323 6 3 4  1 689  29  2 
1975 2 124 886 1 238 291 . 2 4  
1976 2 827 801 2 026  455 22 
1977 2 565 894  . 1 671 
revalued 2 007 759 1 248 167 13 
1978 2 129 601 1 528 199(>) 13 
( ' )  This  amount  breaks d o w n  as  fo l lows:  
Commiss ion  185 M E U A  
Other institutions 6 M E U A  
Cancellations resulting from revaluation o f  E U A  at 1. 1. 1978 8 M E U A  
199 M E U A  
This table illustrates that at the end o f  every finan­
cial year appropriations are being carried forward 
which will still not all be  spent by the end o f  the 
next financial year. 
pay more attention to the remaining 98 °/o, represent­
ing cancellations against automatic carry-overs. The 
analysis necessary for a separate presentation of these 
appropriations under liabilities in the balance sheet 
would in time lead to the disappearance of this cate­
gory, whose existence is due to ill-conceived budgetary 
practices. 
Remark of the Court on the reply of the Commission 
to paragraphs 2.6 to 2.9 
In the above paragraphs, the view expressed by the 
Court is that the balance sheet at the end of the year 
should record the real facts of the situation. Commu­
nity liabilities should therefore be divided into catego­
ries according to their nature and not simply by virtue 
of their treatment under the budgetary rules. In tliis 
respect, it is not correct to say that Articles 5 and 6 of 
the Financial Regulation stipulate that the whole of 
the budget appropriations carried forward must be 
entered as such under liabilities. The Commission's 
reply further states that the presentation envisaged by 
the Court would be inconsistent, as it could not be 
reconciled with the grounds submitted with applica­
tions for non-automatic carry-overs. The Court would 
point out in this connection that at the end of 1979 
cancellations of appropriations from non-automatic 
carry-overs of the Commission for the financial year 
1978 amounted to 4.3 MEUA, or about 2 °/o of the 
total appropriations for payment cancelled 
(185 MEUA). Thus the Court cannot see any practical 
inconsistency between the analysis of the appropria­
tions to be carried over and the grounds submitted 
with applications for non-automatic carry-overs. The 
Court considers that in future the Commission should 
2.10. Two comments can be made here regarding 
this element of  unused appropriations carried for­
ward. The first is that such a high percentage o f  
unused appropriations carried forward casts doubt 
on  the efficiency o f  financial management. (The 
procedures for allocating the budget appropriations 
must be doubted if the appropriations are not spent 
-as expected and the end-of-year review of  the 
appropriations to be carried forward must be like­
wise considered as deficient.) The second is that, 
given this situation, the balance sheet should reflect 
the fact that a part o f  the appropriations carried for­
ward will not, in the end, be used. 
Remark of the Court on the reply of the Commission 
to paragraph 2.10 
The Court considers it necessary to point out that its 
comment refers to appropriations carried over to the 
following year, whereas the Commission's reply refers 
to appropriations brought forward from the previous 
year. 
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2.11. The Court  emphasizes again that funda­
mental efforts are needed in order to  bring the gen­
eral accounts and  the balance sheet into accordance 
with the requirements of the legislation.. The com­
ments made  above are based on  the current legisla­
tion a n d  the Court  refrains from commenting o n  
this legislation, pending the systems examination 
taking place.as referred to  in paragraphs 2.1 a n d  2.2 
a n d  the imminent revision of the Financial Regula­
tion. 
2.14. The Court  continues to  recommend that  
explanatory notes a n d  a summary consolidated 
revenue a n d  expenditure account are prepared. 
These together with a summary of the consolidated 
balance sheet would constitute a set of annual  
financial statements which, when including the pre­
vious year's figures, would enable the reader t o  gain 
a more immediate,  overall insight into the Commu­
nities' financial affairs, i.e. revenue a n d  expenditure 
of the year a n d  the financial position at the year 
end.  
Remark of the Court on the reply of the Commission 
to paragraph 2.11 
The Court considers that the presentation of financial 
information (as opposed to the accounting procedures, 
which this chapter only deals with indirectly) could be 
improved by the Commission forthwith, without creat­
ing an insurmountable work-load and without 
changes in the legal framework. It largely depends on 
improved cooperation between the different depart­
ments of the Commission. 
THE PRESENTATION OF THE FINANCIAL 
STATEMENTS 
2.12. In its report on the 1978 accounts the Court  
considered that  the published financial statements 
of the Communit ies  d o  not  enable the reader to  gain 
a clear insight into the Communit ies '  financial 
affairs. The Court  noted that the financial state­
ments lacked an  explanation of the accounting prin­
ciples applied a n d  other explanatory notes needed 
for  a full understanding of the figures presented. 
The Court  also commented that it would be highly 
informative, a n d  in compliance with generally 
accepted accounting principles, if financial state­
ments were to  show the corresponding figures of the 
preceding year, with explanatory notes in cases 
where the underlying basis of the figures has 
changed. 
2.13. In making these comments on  the Commu­
nities' published financial statements the Court  was 
concerned with the overall picture of the  Communi­
ties' financial affairs as  presented by the revenue 
a n d  expenditure account  together with the balance 
sheet. Having regard to  the voluminous, detailed 
a n d  complex format of the revenue a n d  expenditure 
account  as at present issued by the Commission,  the 
Court  observed that it would be  highly desirable t o  
show a summary consolidated revenue a n d  expendi­
ture account  for the Communities,  presenting 
revenue a n d  expenditure in a meaningful  break­
down.  
Because the Court  attaches great importance t o  the 
element of insight provided by the financial state­
ments,  t o  those who legitimately wish t o  be  
informed on  a global level, it considers it useful t o  
elaborate in this annual  report on  these two impor­
tant  elements. As far  as explanatory notes are con­
cerned, the Commission has given n o  follow-up a t  
all t o  the observation made  last year. As t o  the sum­
mary consolidated revenue a n d  expenditure 
account,  a table has been added  t o  the revenue a n d  
expenditure account,  showing a recapitulation for  
Titles 1 a n d  2, adding u p  the totals per institution 
per chapter in these titles. 
Explanatory notes to the financial statements 
2.15. ( Basically, there are two types of explanatory 
notes:  notes explaining the accounting principles on  
the  basis of which the financial statements in ques­
tion have been drawn u p  a n d  financial notes that  
provide supplementary financial . information which 
is not  included in the balance sheet or the revenue 
a n d  expenditure account.  These two types of notes 
are discussed in paragraphs 2.16 a n d  2.17 respec­
tively. 
I 
2.16. Explanatory notes on  underlying account­
ing principles are particularly important to  enable a 
reader t o  have a sound understanding of the Com­
munities '  financial statements, since these are based 
on  the provisions laid down in the Financial Regu­
lation which contains a number  of rather specific 
concepts a n d  definitions. For instance, the unin­
formed reader, accustomed t o  reading financial 
statements that are drawn u p  in compliance with 
generally accepted accounting principles, should b e  
m a d e  aware of the specific concepts underlying the 
calculation of revenue a n d  expenditure as explained 
in paragraph 2.7. These significantly affect  the f ig­
ures reported in the balance sheet as well as the cal­
culation of the surplus/deficit .  Other examples are:  
— fixed assets: the reader needs to  b e  informed 
that the amount  shown in the balance sheet 
represents the accumulated historical cost of 
fixed assets owned by the Commission at 
31 December 1979; 
I 
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capital:  it should b e  explained that the nature of 
this item in this case is expenditure charged t o  
prior years for purchase of fixed assets; 
payments pending:  this item will b e  understood 
only if the provision laid down in the last para­
graph of Article 5 of the Financial Regulation is 
set out  (see paragraph 2.7); 
exchange differences:  it should be  disclosed o n  
what basis the various currencies are converted 
t o  the  E U A  for  both revenue/expendi ture  a n d  
balance sheet items. This is particularly impor­
tant  in the  case of the  balance sheet of the Com­
munities as at 31 December 1979 since the fig­
ures therein are based on  1 December 1979 
exchange rates (with the exception of the figures 
for  the Court  of Auditors, included in the  con­
solidation at 31 December 1979 rates). As the 
Court  pointed out  in its report on  the 1978 
accounts it disapproves of this practice. 
Although it may be  convenient,  for  internal 
operational reasons, t o  apply monthly rates t o  
currency conversions in the accounting system, 
this should not  lead t o  the presentation of the 
Communit ies '  assets a n d  liabilities as at 
31 December on  the  basis of. exchange rates as 
at 1 December. The modification of the system 
so that  exchange rates were altered on- the  last 
day of the  year would not  appear  t o  imply any 
major  technical difficulty because this conver­
sion is dealt with on  1 January of the  following 
year. 
Remarks of the Court on the reply of the Commission 
to paragraph 2.16 
In the Court's view there is no essential dichotomy 
between the exchange rates used for the closing bal­
ance sheets of one financial year and the opening bal­
ance sheets of the following year. They are separated 
only by a notional moment of time which, other than 
in exceptional circumstances (change in the currency 
in which the accounts are expressed) would not cause 
any change in the financial position; a balance sheet 
may therefore be drawn up using the exchange rates 
at the beginning of the following financial year. 
As for the claim that adoption of the end-of-year 
exchange rate would lead to overruns, the Commis­
sion is confusing conversion of the financial position 
at the end of the year with conversion of the budgetary 
operations during the last month of that year. 
2.17. Notes providing additional financial infor­
mation which cannot  be  included in the balance 
sheet or revenue a n d  expenditure account  but  are 
still needed for  a complete insight into the Commu­
nities' financial affairs are at present nowhere t o  b e  
found  in the published financial statements. The  
following are examples of such additional informa­
tion that  can b e  given: 
— exposure to  losses on  intervention stocks: o n e  
category of expenditure in the context of the  
common agricultural policy is where the Com­
munities reimburse to  Member States the losses 
realized on  sale of goods f rom intervention 
stocks held by Member  States. At the year end 
large amounts  of intervention stocks are held, 
on  which substantial losses will most probably 
be  realized during the forthcoming year(s). In 
order t o  have a proper insight into the Commu­
nities' financial affairs at that  date  some indica­
tion is needed of the amounts  involved, in so far  
as not  all losses have been provided fo r ;  
I 
— analysis of principal balance sheet i tems: the 
introduction of explanatory notes t o  the finan­
cial statements would also bring the  advantage 
of making it possible to  move certain details, 
such as analysis per (sub)heading f rom the bal­
ance sheet itself t o  the explanatory notes, thus 
improving the general overview without losing 
the necessary detail ;  
— commitments on  multiannual contracts: the  
Communit ies  have multiannual contracts. Esti­
mated commitments for  these contracts are 
detailed in the budget.  However, apart  f rom the 
current year there is n o  disclosure of the total 
amount  of these commitments.  It would b e  use­
ful  for  the reader of the  financial statements if a 
note were included indicating the  amount  
expected to  b e  committed;  
— guarantees given t o  third parties: the Communi­
ties give guarantees on loans m a d e  by banks  
a n d  governments and ,  on  the  other hand ,  
receive guarantees f rom Member  States a n d  
other governments. For a complete view of the 
Communit ies '  financial situation, it would be  
necessary, t o  give an  indication of the total 
exposure in respect of guarantees; 
— potential future deficit on  pension rights: pen­
sion rights are acquired over a relatively long 
period of t ime a n d  are borne in the  Communi­
ties by retention of a fixed percentage f rom 
salaries, plus in principle twice the same 
amount  at the Communit ies '  cost, however, 
without creating a f u n d .  Given a certain build­
u p  of staff over the years, it is possible that  a 
substantial deficit or surplus arises between the 
monies allocated for  pensions, a n d  payments.  
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This would be the case, for instance, if, af ter  a 
period of growth, the Communit ies '  staff would 
stabilize. If means are sufficient initially they 
may not  be  later. Consideration should be given 
to calculating the possible liability on  an actu­
arial basis a n d  if found  to  be material it should 
be  disclosed. 
Remarks of the Court on the reply of the Commission 
to paragraph 2.17 
The very existence of intervention stocks entails a 
potential financial burden for subsequent Community 
budgets, resulting from the obligation upon the Com­
munity to finance the difference between their inven­
tory value and their market value. The Court consi­
ders that, for the better information of the reader, the 
financial statements should take account of the exist­
ence of this potential burden in the explanatory notes. 
As the Commission prepares budget proposals on this 
matter, it has the necessary material to hand. 
With regard to the pension scheme, it is precisely 
because there is no fund and because there is no val­
uation for accounting purposes of the rights acquired 
that some assessment of the future evolution of the 
scheme is needed. And if this assessment should 
reveal serious consequences for the Community in the 
medium or long term, it would be necessary to men­
tion this in the financial statements, so that those res­
ponsible may be made aware of it in time. 
The statement has been based on  the figures con­
tained in the present financial statements as pub­
lished by the Commission at 1 June  1980. The fact  
that  use is made  of these figures does  not  imply that  
the Court  confirms them. 
It must also be emphasized that  the  format pre­
sented here is not  the only possibility, nor would the 
Court  pretend that it is the  best one.  
The Court  wishes only t o  make  a practical contribu­
tion to  the discussion on  the  ' transparency'  of the  
accounts,  a n d  leaves it t o  the  reader t o  appreciate 
whether such a statement contributes t o  the insight 
into the Communit ies '  financial affairs (see 
Table 2). 
C O N C L U S I O N  
2.19. Having regard t o  the  fundamenta l  points 
raised in respect of accounting a n d  financial report­
ing a n d  the state of progress in improving these mat­
ters, the Court,  although understanding the difficul­
ties experienced by the Commission,  has still not  
been able t o  satisfy itself that  the balance sheet of  
the Communities as at 31 December 1979, of which 
a summarized version is attached (Table 3), ade­
quately reflects the assets a n d  liabilities as  required 
by the relevant financial regulations. The Court  
expresses the hope  that  substantial improvements 
will be achieved in the  near  future  t o  the  Commis­
sion's accounting a n d  financial reporting, along the  
lines set out  above a n d  the  previous annual  reports. 
A summary revenue and expenditure account of the 
Communities > 
2.18. In view of the suggestion made  in last year's 
annual  report t o  produce a summary consolidated 
revenue and  expenditure account,  a n d  having 
regard to  the numerous calls for  more ' transpar­
ency',  i.e. better insight into the Communit ies '  
financial affairs, to  be  provided by the financial 
statements, the Court  thought it useful t o  draw u p  
an  illustrative example of what it thinks could b e  
considered as such a n  overview of  the Communi­
ties' financial transactions during a financial year. 
Remark of the Court on the reply of the Commission 
to paragraph 2.19 > 
The Court of Auditors, after consideration of the 
amended revenue and expenditure accounts and bal­
ance sheets relating to the implementation of the 
budget for the financial year 1979, reaffirms its con­
clusions in respect of the documents submitted to it on 
1 June 1980 in accordance with Article 77 of the 
Financial Regulation of 21 December 1977 (i). 
( ' )  OJ N o  L 356,  31.  12. 1977. 
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Table 2 — Consolidated revenue and expenditure account of the European Communities for the year 
ended 31 December 1979 
(\ 000 EUA) 
1979 Budget ( ') 1979 Actual 1978 Actual 
Revenue 
Own resources 11 950 863 12 070 305 6 674 219 
Contributions 2 310 570 2 312988 5 340 297 
Own revenue 149 943 172 749 162 150 
ECSC levies 5 000 5 000 5 000 
Transfer  of appropriat ions carried forward 30 000 — — 
Surplus of prior year 41 618 4 1 6 1 8  
14 487 994 14 602 660 12 181 666 
Expenditure (by title) 
1 Personnel 581 759 536 014 473 942 
2 Administration 239 211 237 868 213 563 
3 Specific projects 305 183 334 305 334 672 
4 Repayments to  Member  States 721 130 721 130 668 763 (2) 
5 Social a n d  Regional Funds ,  including 
E M S  \ 006 500 1 278 373 1 067 539 
6-7 EAGGF-Guarantee  10 384 100 10 387 088 8 679 251 (2) 
8 EAGGF-Guidance  a n d  Fishery 355 600 342 389 444 500 
9 Cooperation with developing coun­
tries, non-Member  States 524 936 538 805 379 339 
10 Other expenditure 369 575 — — 
- , 14 487 994 14 375 972 12 261 569 
Surplus (deficit) — 226 688 (79 903) 
Surplus prior years 
Arising f rom annulment  of budget  appro­
priations carried forward 199 219 166 582 
Extraordinary items 
Exchange difference u.a.-EUA (45 061) 
Transfer of appropriat ions carried forward 30 000 
A ccumulated surplus carried forward 
( = balance of the year) . — 455.907 41 618 
(•) Final budget N o  3 for  1979 plus additional appropriat ions but  excluding transfers m a d e  be­
tween titles. 
(2) Adjustment  made  for  relocation within the  budget of agricultural expenditure. 
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CHAPTER 3 — REVENUE 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
.reference 
Summary of principal comments  3.0 
Developments in 1979 3.1 
Points arising f rom the accounts:  
Revenue out-turn 1979 3.2 a n d  3.3 
Article 131 of the Act of Accession 3.4 to  3.6 
Value added  tax a n d  financial contributions 3.7 t o  3.13 
Balance f rom 1978 3.14 
Consequences of amending a n d  supplementary 
budget  N o  1 , 3.15 to  3.1.7 
Amending and  supplementary budget N o  3 3.18 
Points arising f rom on-the-spot audits :  
General  3.19 
Agricultural levies 3.20 
Complexity of levy system 3.21 
Accounting for  levies a n d  MCAs 3.22 a n d  3.23 
Bulk cargoes 3.24 a n d  3.25 
Intervention agencies 3.26 t o  3.33 
Unilateral exemptions from customs duties 3.34 t o  3.37 
Industrial disputes 3.38 
German internal trade 3.39 t o  3.47 
The  Communi ty  transit system — Road :  
Purpose of the system 3.48 
Procedures . 3.49 t o  3.51 
"Guarantees 3.52 
Regulations 3.53 
Comments  a n d  recommendations 3.54 to  3.61 
Summary of principal comments 
Paragraph 
reference 
\ 
3.0. The principal comments  included in this chap­
ter are:  
(a) the absence of detailed rules for  the implementa­
tion of Article 131 of the Act of Accession 3.4 to  3.6 
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(b) the complexity of the agricultural levy system, the 
dangers inherent therein a n d  the need t o  review 
the role of national intervention agencies in this 
regard 3.21 to  3.33 
(c) the controls operated in relation to  German inter­
nal trade and  the potential risks for  own resources 3.39 t o  3.47 
(d) conflicts arising from the dual  nature of the Com­
munity transit system a n d  suggestions for  its 
improvement 3.54 to  3.61 
D E V E L O P M E N T S  I N  1979 
3.1. In 1979 budgetary revenue of the Communi­
ties consisted of customs duties and  agricultural lev­
ies (including sugar levies), resources accruing from 
value added  tax, financial contributions from Mem­
ber States a n d  miscellaneous revenues such as 
deductions from staff remuneration, fines, etc. The 
year was notable for the introduction, after some 
( years' delay, of receipts from value added  tax (VAT) 
as an  additional own resource. The object of these 
receipts is to  replace financial contributions based 
on  gross national product (GNP).  However, in this 
respect 1979 must be  regarded as a transitional year 
because three Member States (Federal Republic of 
Germany,  Ireland and  Luxembourg) had not  intro­
duced the requisite common VAT measures a n d  
they continued t o  pay G N P  contributions. This 
mixed system will not  apply in 1980, when all Mem­
ber States will assign VAT resources. 
POINTS A R I S I N G  FROM T H E  A C C O U N T S  
Revenue out-turn 1979 
3.2. The following table compares the budgetary 
revenue of the Communit ies  for  1978 a n d  1979 as 
shown in the accounts:  
Talble 1 — T o t a l  revenue 1978 and 1979 
- (MEUA) 
1979 
1978 
Out-turn Final 
budget Out-turn 
Customs  duties 4 3 9 0 - 9  5 045 5 5 189-1 
Agricultural levies' 1 8 7 2 - 7  1 706 0 1 6 7 8 - 6  
Sugar levies 4 1 0 - 6  459  8 4 6 4 - 9  
Value added tax resources 
— 4 739 6 4 7 3 7 - 7  
Financial contributions ( G N P )  5 3 2 9 - 7  2 299 7 2 302-1  
Miscel laneous revenue 
( including E C S C  and Euratom contribu­
tions)  177-8 154- 8 188-7 
Balance from previous year 
— 
41- 6 41 - 6  
Total 12 181-7 14 447- 0 1 4 6 0 2 - 7  
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3.3. Total revenue (14 602-7 M E U A )  was thus  
very close t o  the final estimate included in the  
amending  a n d  supplementary budget N o  3 (which 
was not  adopted until 13 December 1979). However, 
when compared with the original budget  estimates 
(13 494-4 M E U A )  the out-turn figures show:  
— an  increase of 9 - 3 %  in customs duties, 
explained principally by a substantial unfore­
seen rise in imports subject t o  common customs 
tariff dut ies;  
— a reduction of 1 - 6 %  in agricultural levies, d u e  
t o  a falling trend in imports of  the  main cereals 
a n d  rising world prices leading, in the  second 
half of the year, t o  a reduction in rates of levy. 
An increase of about  9 - 6 %  in the  VAT resources 
a n d  financial contributions was necessary t o  bal­
ance the  additional expenditure authorized in the  
amending a n d  supplementary budgets.  This 
involved an  increase in the Communi ty  VAT rate 
f rom 0-7196 % in the original budget  t o  a final 
figure of 0-7889%.  
Article 131 of the Act of Accession 
3.4. As described in paragraphs 12.3 t o  12.9 of 
P a r t i  of the  Court 's  report for  1978, the  amounts  
d u e  f rom Member  States are payable in full ,  subject 
t o  a n  abatement,  during 1978 a n d  1979, for  Den­
mark,  Ireland a n d  the United Kingdom if the terms 
of Article 131 of the  Act of Accession are met. This 
operation was applied for  1979 in much the same 
way it was for  1978, that  is t o  say, the budget was 
adopted  a n d  implemented without regard to  Arti­
cle 131. That  Article, as modified by arrangements 
agreed a t  the  European Council  of 6 December 
1977, was then put  into effect by means  of financial 
clearing between the  Member States outside the 
budget.  In accordance with a declaration of the 
Council  a n d  the Commission recorded o n  the adop­
tion of Council  Regulation (EEC) N o  1736/79 ( ! )  
these adjustments  were not  applied t o  the financing 
of  transactions arising f rom the setting-up of the 
European Monetary System (245 373 000 EUA, 
Chapter  57 of the budget). Instead the  United King­
d o m ,  which did  not  participate fully in the system 
and ,  therefore, did not  benefit  f rom it, was repaid its 
share of the  financing involved. 
3.5. Regarding the  Article 131 operations the 
Court  again feels it necessary t o  make  the  qualifica­
tions expressed in paragraphs 12.10 t o  12.11 of 
Part I of its report for  1978, in particular the absence 
of  published decisions by the  Council  o r  the  Com­
mission detailing the  rules agreed upon  for  the 
application of that Article. Again the  Court  is una­
ble t o  report that all revenue has been paid t o  the 
Communi ty  in a legal manner,  inasmuch as Arti­
cle 131 has not  been observed. 
3.6. The  financial clearing operations carried out  
outside the  budget  t o  give effect t o  Article 131 are 
set out  in the  following table. 
(») OJ No L 200, 8. 8. 1979, p. 1. 
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Table. 2 — Article 131: Clearing outside the budget 
(1000EUA) 
v Settlement 
Member State 
Commission's iiv 
terpretation of 
Article 131 repay­
ments due to 
Member States 
Amount borne by 
each Member 
State 
Amount paid by 
Member States 
Amount received 
by Member States 
Belgium 40 693 40 693 
Denmark ( ' )  
— — — — 
FR of Germany ' 
— ' 165 061 165 061 — 
France 
— ' 163 001 163 001 — 
Ireland 6 400, 4 193 — 2 2 0 7  
Italy 
— 
91 868 91 868 
— 
Luxembourg 
— 
554 554 — 
Netherlands 
— 
53 913 53 913 — 
United Kingdom 625 501 112618 
— 
512 883 
Total 631 901 631 901 515 090 515 090 
( ' )  Unlike Ireland and the United Kingdom, Denmark's share of the budget, before the applica­
tion of Article 131, was below the ceiling calculated on either of the interpretations consider­
ed. 
Value added tax and financial contributioms 
3.7. Article 4 o f  t h e  Counc i l  Dec is ion  o f  21 April  
1970 provides  t h a t  t h e  V A T  resources  t o  b e  p a i d  b y  
each  M e m b e r  State  t o  t h e  C o m m u n i t y  shou ld  b e  
ca lcula ted  b y  app ly ing  a ra te  n o t  exceed ing  1 % t o  
a n  assessment  basis  de t e rmined  in a u n i f o r m  m a n ­
n e r  t h roughou t  t h e  C o m m u n i t y .  T h e  ra te  is f ixed  
within t h e  f r a m e w o r k  o f  t h e  budge ta ry  p rocedure .  
T h e  provis ions  seeking  a ha rmon ized  b a s e  a re  c o n ­
t a ined  in  Counc i l  Directive 7 7 / 3 8 8 / E E : C  (')• T h i s '  
d i d  n o t  succeed  in es tabl ishing a fu l ly  u n i f o r m  bas i s  
o f  assessment .  S o m e  d i f fe rences  r e m a i n  a s  be tween  
t h e  M e m b e r  States a n d ,  in acco rdance  wi th  C o u n c i l  
Regula t ion  ( E E C ,  E u r a t o m ,  E C S C )  N o  .2892/77 (2),  
it will b e  necessary,  f o r  s o m e  t i m e  t o  c o m e ,  t o  a d j u s t  
t h e  na t iona l  bases  t o  b r ing  t h e m  in to  l ine  wi th  t h e  
theoret ical  u n i f o r m  assessment  basis .  
3.8. U n d e r  th is  regula t ion  M e m b e r  States  m a y  
a d o p t  o n e  o f  t w o  m e t h o d s  f o r  ca lcula t ing t h e  assess­
m e n t  basis .  T h e  first is b a s e d  directly o n  t h e  V A T  
re turns  o f  taxpayers ,  a n d  t h e  s e c o n d  involves  t h e  
app l i ca t ion  o f  d a t a  der ived  f r o m  na t iona l  a c c o u n t s  
statistics t o  t h e  ac tua l  r evenue  col lected.  
3.9. T h e  result  o f  app ly ing  o n e  o r  o the r  o f  t hese  
bases  c a n n o t  b e  k n o w n  unti l  a f t e r  t h e  e n d  o f  t h e  
re levant  year .  D u r i n g  t h e  budge ta ry  yea r  itself o n e -
twe l f th  o f  t h e  a m o u n t  a t t r ibutable  t o  V A T  in  t h e  
b u d g e t  es t imate  m u s t  b e  credi ted t o  t h e  C o m m u n i ­
ties o n  t h e  first work ing  d a y  o f  each  m o n t h .  T h e  
regula t ion requires  t h a t  t h e  a d j u s t m e n t s  t o  al ign 
these  p a y m e n t s  with t h o s e  b a s e d  o n  ou t - tu rn  f igures  
b e  a c c o u n t e d  f o r  in  t h e  subsequen t  year ,  fo l lowing  
t h e  submiss ion  o f  t h e  necessary d a t a  b y  t h e  M e m b e r  
States.  This ,  in tu rn ,  gives rise t o  a correct ion o f  t h e  
f inanc ia l  con t r ibu t ions  o f  t hose  M e m b e r  Sta tes  
which h a d  n o t  yet conver ted  t o  V A T  resources ,  s o  a s  
t o  restore t h e  original  ba lance ,  es tab l i shed  in  t h e  
budge t ,  be tween  V A T  resources  a n d  f inanc ia l  c o n ­
tr ibut ions.  A s  t h e  requisi te ba lancing  p a y m e n t s  ( 3 )  
a re  n o t  d u e  be fo re  1 Augus t  it fo l lows  tha t  ne i ther  
t h e  C o u r t  n o r  t h e  d ischarge  author i t ies  c a n  t a k e  a 
view a b o u t  t h e  f ina l  ou t - tu rn  unt i l  a f t e r  t h a t  da t e .  
(!) OJ N o  L 145, 13. 6. 1977, p. 1. 
(2) OJ N o  L 336, 27. 12. 1977, p. 8. 
(3) The balancing payments are then included in an 
amending budget. 
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3.10. As 1979 was the first, year in which VAT 
resources were received by the Community ,  there 
was n o  adjust ing figure for  the preceding year a n d  
the amounts  credited in the 1979 accounts were, 
subject t o  what  follows, confined to  those provided 
in the  estimates for that  year. The difference (a loss) 
of  1 9 M E U A  (see Table 1 above) between the two 
figures arises because the monthly sums demanded  
by the Commission are converted t o  national cur­
rencies at the conversion rates for  the  first working 
day  after the  15th day  of the  preceding month  while, 
for  accounting purposes, they are reconverted into 
E U A  using the latest rate quoted o n  the first work­
ing day of the  month  in which payment  is due.  The  
same explanation applies t o  the difference (a sur­
plus) of 2 - 4  M E U A  between the estimated financial 
contributions a n d  the out-turn. 
3.11. The  net  surplus of 0 - 5  M E U A  is m a d e  u p  
of  individual national discrepancies varying f rom 
- 1 - 8  M E U A  to  + 2 - 4  M E U A .  
3.12. This is the same point  as that  raised about  
the financial contributions in paragraphs 12.18 t o  
12.20 of Part I of the Court 's  1978 report. It was 
there recommended that this anomalous  situation 
could b e  avoided by using the actual exchange rates 
obtaining on  the day  on  which the contribution is 
due .  The Court  is not  convinced that  the  administra­
tive difficulties advanced by some Member  States 
(mentioned by the Commission in its reply t o  the 
observation) are insurmountable,  a n d  requests the  
Commission t o  re-examine the matter afresh. 
3.13. Because the  VAT resources in the 1979 
accounts were based o n  estimates only, n o  on-the-
spot audits were carried out  by the  Court  on  such 
resources in 1979. However, it undertook a pro­
gramme of information visits t o  Member States 
involved in order t o  brief itself o n  the systems in 
operation a n d  prepare for  a full audit  in 1980 of the  
final figures in respect of 1979. 
Balance from 1978 
3.14. Before 1978, budget balancing was carried 
out  by means of financial contributions which were 
adjusted in the light of the  final financing require­
ment .  For 1978 a n d  subsequent years, the  financial 
contributions, a n d  the VAT resources replacing 
them, are fixed in the budget a n d  it follows that  any  
variation in the other elements of the budget  can 
give rise t o  a surplus or a deficit. The  surplus arising 
from 1978 was 41 -6  MEUA.  In  accordance with 
Article 27 of the Financial Regulation of 21 Decem­
ber  1977, this sum was entered as revenue in the 
budget  for  1979. 
Consequences of amending and supplementary budget 
No  1 
3.15. Following the  dispute between the Council  
a n d  the  Parliament about  the  adoption of the orig­
inal 1979 budget o n  14 December 1978, three 
Member  States (France, Denmark a n d  the  United 
Kingdom) limited their payments on  account of 
VAT for  February a n d  March 1979 t o  those resulting 
f rom the draf t  budgets.  This procedure is applied 
automatically to  payments for January each year. 
T h e  shortfall thus occasioned was regularized on  
1 April 1979 in anticipation of the adopt ion of 
amending a n d  supplementary budget N o  1 o n  
25 April 1979. 
3.16. The Financial Controller of the Commis­
sion refused t o  approve the  proposal of the  authoriz­
ing officer t o  waive the  interest involved, which 
amounted  t o  550 468 EUA.  However, the Commis­
sion, acting under  the  financial regulations, over­
ruled the Financial Controller o n  the  grounds that :  
— the budgetary dispute had  raised difficult legal 
problems which were only settled by. the  adop­
tion of the amending a n d  supplementary budget  
1
 N o  1, a n d  
— the regularization h a d  taken place before the  
supplementary budget.  
3.17. Following the  adoption of amending a n d  
supplementary budget N o  1 o n  25 April 1979 Mem­
ber  States should have adjusted their VAT or G N P  
contributions in accordance therewith o n  1 May.  
Claiming that  there was not  sufficient t ime t o  com­
plete the  necessary administrative procedures, five 
Member  States were late in bringing the  adjustments  
t o  account.  The  delays involved ranged u p  t o  
30 days. The  interest d u e  (108 000 EUA,  approxi­
mately) was waived. The  Court  would b e  interested 
t o  know on  what, grounds. 
Amending and supplementary budget N o  3 
3.18. Following the  adoption,  o n  13 December 
1979, of amending a n d  supplementary budget  N o  3, 
which increased the VAT a n d  G N P  contributions by 
\ 
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a total of  396 -9 MEUA, seven Member States paid 
adjusting sums (amounting to  197-1 MEUA) on or  
after 2 January 1980, the due  date. Two Member 
States had paid in advance of the due date. 
The total of 396-9 MEUA was booked by the Com­
mission to the credit of the 1979 financial year. A 
strict application of Article 5 of the Financial Regu­
lation would have required booking the amounts 
received on or after 1 January to the 1980 financial 
year. This would, however, have entailed a serious 
disruption of the financial balance for  both 1979 
a n d  1980, and  would have defeated the clear inten­
tion of the budgetary authorities. The Court does 
not recommend any adjustment o f  the accounts on 
the  present occasion. It recommends, however, that 
the relevant regulations be amended at the earliest 
opportunity to ensure that adjustments to revenue 
brought about by amending a n d  supplementary 
budgets adopted in the month of  December can be 
booked t o  the accounts of  the financial year for  
which those budgets are adopted. 
/ 
POINTS ARISING FROM ON-THE-SPOT AUDITS 
General 
3 J 9 .  The systems of assessment and  centraliza­
tion of own resources were further examined during 
a series of on-the-spot audits in the Member States 
in connection with the  T979 accounts. Enquiries 
covered not only customs duties as  in the previous 
year, but  also agricultural levies and  sugar levies. 
application of a monetary coefficient to the levy. 
Rates of levy and MCA change frequently in line 
with fluctuations in world prices and exchange 
rates. To afford a measure of certainty to persons 
who intend to import agricultural products over an 
extended period, arrangements can be made to fix 
the rates of levy and MCA in advance. Neverthe­
less, at the time of importation, these rates may be 
subjected to a complicated series of adjustments to 
take account of special market conditions. 
Complexity of levy system 
3.21. The system which has to be operated by the 
national customs and intervention agencies who are 
normally responsible for administration is thus a 
very complex one and is expressed in difficult Com­
munity legislation. It is perhaps not surprising that 
the detailed implementing rules set out in national 
provisions tend to differ one from another. This ini­
tial obstacle to a harmonized approach is supple­
mented by the frequency of adjustments of levy 
rates. Some rates change every few days, and at very 
short notice. Sometimes they are notified in arrear. 
In this situation the possibilities for error are multi­
plied, and the work of the national administrations 
is made very burdensome. Subject to the observa­
tions set out below, the Court found that the 
national arrangements were generally satisfactory in 
the difficult circumstances. There were errors of cal­
culation but they were not systematic. Nevertheless, 
the Court is of the opinion that the inherent risks are 
serious and recommends that the Commission 
should strive to achieve the maximum simplification 
of the present complex structures consistent with the 
essential economic and financial aims of agricul­
tural policy. 
Agricultural levies 
3.20. These levies are  designed to afford protec­
tion to Community produce by bringing prices of 
imported agricultural produce up  to. the levels pre­
vailing in the Community- In sectors a n d  Member 
States where the representative rates of exchange 
used for  the common agricultural policy differ signi­
ficantly from market rates, the levy is increased or 
reduced by the application of positive or negative 
monetary compensatory amounts (MCAs), supple­
mented, in the case o f  third country trade, by the 
Accounting for levies and MCAs 
3.22. According to  the Council Decision of 
21 April 1970, agricultural levies and MCAs levied 
o n  trade with third countries are own resources of 
the Communities. Under current Community prac­
tice, MCAs granted on imports (by certain Member 
States whose currencies have been devalued) are 
deducted from the import levies chargeable and 
only the net total is brought to account as own 
resources. Similarly, MCAs levied by those Member 
States on  exports are deducted from the export 
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refunds  payable, the  net  total being charged as  
export refunds.  The Court  considers this practice t o  
b e  a departure f rom sound accounting principles in 
that the resulting entries distort the  totals of revenue 
a n d  expenditure a n d  confuse  their classification. It 
strongly recommends a change in the  relevant Com­
munity regulations. (See also Chapter  4 of  this 
report.) 
ships received very low priority a n d  i n  some cases 
were more  than  a year in arrear. At o n e  of these 
ports, in Italy where physical control of movements 
in port  areas is not  normally carried ou t  by the  Cus­
toms  authorities bu t  by a separate service attached 
t o  the Ministry of Finance, the final clearance oper­
ation was further impeded by lack of coordination 
between the  agencies involved. 
3.23. In the Netherlands a n d  the Federal 
Republic of Germany weaknesses were noted in the  
accounts resulting in MCAs  which should have 
been treated as own resources being booked  a s  
'negative'  E A G G F  expenditure. Further, this h a d  Intervention agencies 
the effect that  the  re fund  of 10% of customs etc. 
duties paid  t o  those Member  States for  collection 
costs was wrongly calculated. The  Member  States 
concerned have since taken steps t o  rectify the  situa- 3 26. The structure a n d  funct ions of agricultural 
tion. intervention agencies .of the Member States which 
have a role t o  play in the administration of the own 
resources deriving f rom trade in agricultural prod­
uce vary significantly f rom one  Member State t o  
another.  In some cases they are public corporations 
set u p  under  public law, in others, though operating 
under  public law, they have the status of semi-pri­
vate commercial undertakings. In the absence of 
Communi ty  provisions regarding collection a n d  
enforcement,  it falls t o  the  Member States t o  endow 
Bulk cargoes these agencies with the legal powers necessary t o  
protect Communi ty  financial interests. 
3.24. The  Court  examined the  special problems 
associated with the application of agricultural levy 
t o  bulk cargoes, such as  grain. The  levy in such 
cases is normally assessed on  weight. It is important  
therefore, in circumstances where levies can exceed 
1 million E U A  on  a single cargo, that  particular 
attention b e  paid t o  the  control of weights. In  the  
cases examined it was f o u n d  that the  physical instal­
lations for  weighing a n d  storage o n  the quayside 
were satisfactory a n d  that  the weighing equipment  
was checked regularly. T h e  operators of these instal­
lations (generally the  port  authori t ies) '  are con­
cerned, f rom a commercial point  of view, t o  carry 
ou t  weighing operations correctly, since their hand­
ling charges depend  on  quantities passing through 
the  silos. There is a common interest between them 
a n d  the  Customs.  However, the Court  is of the  opi­
n ion that  t oo  much reliance is placed by the Cus­
toms  authorities on  this community of interest with 
the  result that  there can b e  a hiatus in the  sequence 
of checking operations. 
3.27. In France it was learned that  the  interven­
tion agency concerned with sugar does  not  possess 
statutory powers of enforcement.  Where it becomes 
necessary for  recovery t o  be  made  it has recourse t o  
the  ordinary processes of commercial law. In  t h e  
course of examining the  accounts of  this agency it 
was noted that  certain sums established on  account  
of sugar storage levy, had  been deducted f rom the  
totals m a d e  available t o  the Commission in the per­
iod May 1979 to  July 1980. The sums so  retained 
(about  166 000 EUA) represented the amounts  of 
levy which certain sugar manufacturers h a d  failed t o  
pay  t o  the  agency. The  agency officials concerned 
were aware of the Community  rule requiring Mem­
ber States t o  make  available own resources estab­
lished as due,  except where such sums could not  b e  
collected for  reasons of  force majeure. However, 
they explained that  the  agency h a d  n o  free f u n d s  
with which t o  credit the Commission's  account.  
3.25. For example, at the two ports visited by 
Court  officials (in the  United Kingdom a n d  Italy) it 
was f o u n d  that  the  customs procedures for  balanc­
ing the  ships '  manifests a n d  customs declarations 
against the  actual amounts  of grain of f loaded f rom 
3.28. Following a request addressed t o  the  French 
authorities by the Commission,  the  sum involved 
was m a d e  available on  5 August 1980. The  Court  
trusts that  the Member State involved will take steps 
t o  ensure that  institutional problems of this kind 
will not ,  in future,  interfere with the timely making 
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available of  own resources, the  responsibility f o r  
which devolves o n  the  Member  State itself, a n d  no t  
o n  its individual agencies. 
3.29. In Belgium the  intervention agency is res­
ponsible  fo r  the  assessment a n d  collection of  agri­
cultural levies o n  t he  basis of  informat ion suppl ied 
by  the  Cus toms  services of  the  port  where the  goods  
are  imported.  Some  years ago  the  inspection services 
o f  the  Commiss ion ,  act ing in association with those  
of  the  M e m b e r  State concerned,  discovered weak­
nesses in t he  rout ine account ing controls of  t he  
agency. These  weaknesses were exacerbated b y  a 
serious lack of  coordinat ion between the  interven­
t ion agency a n d  the  Cus toms  servic.es, as  a result of  
which inaccuracies in the  details suppl ied by  the  lat­
ter o f ten  went  unnot iced.  
3.30. Following the  strengthening of  the  control 
procedures,  the  Commiss ion  requested the  responsi­
ble  Ministry t o  carry ou t  a detailed audi t  of  the  per­
iod f r o m  1971 t o  1975 as  a consequence  of  which 
addi t ional  sums  equivalent t o  abou t  4 M E U A  were 
m a d e  available t o  the  Communi ty .  An  extensive 
audi t  of subsequent  periods is at present being car­
ried ou t  by  the  Belgian authorities, bu t  it is no t  
expected t o  b e  completed until the  e n d  of  1980. 
3.31. T h e  Cour t  examined  t he  reinforced system 
operated by  the  agency since 1978, a n d  suggested 
fur ther  improvements .  
3.32. T h e  responsible Ministry informed the  
Cour t  that ,  f rom 1 January  1980, a computer  system 
had  been introduced which would  improve the  con­
trols still further.  It was  hoped  shortly t o  supplement  
these controls by  a system of  rout ine  a posteriori 
checks. T h e  Cour t  will keep  the  matter  unde r  
review. 
3.33. T h e  observations in paragraphs 3.19 et seq. 
illustrate the  problems which can b e  caused b y  a 
division of  responsibility between intervention 
agencies a n d  Cus toms  services. Whilp as  a general 
rule,  better coordinat ion will he lp  t o  meet  these 
problems in the  short term, the  Cour t  is of  the  opi­
n ion  that  a more  fundamen ta l  examinat ion should  
b e  under taken by the  Commiss ion  a n d  the  Member  
States of  the  structures a n d  funct ions  of  t he  various 
bodies  involved with a view to  establishing s tandar­
dized procedures a n d  administrative norms  which 
could b e  fol lowed by all t he  Member  States. 
Unilateral exemptions from customs duties 
3.34. In its 1977 report  ( P a r t i ,  paragraphs  12.15 
t o  12.17) the  Cour t  referred t o  certain unilateral 
exemptions  f rom the  C o m m o n  Cus toms  Tariff .  Fol­
lowing initiatives by  the  Commiss ion most  of  these 
have  been or  will shortly b e  withdrawn,  apar t  f rom 
those  relating t o  military equ ipment  referred t o  
below. 
3.35. T h e  more  important  problem relates t o  the  
exemption b y  Member  States of imports  o f  certain 
military equipment ,  a n d  this is unresolved.  It was  
pointed ou t  in the  1977 report  tha t  the  M e m b e r  
States invoke Article 223 (1) (b) of the  E E C  Treaty 
(Protection of  Member  States'  security) in just if ica­
t ion fo r  the  exemptions.  They reject t he  Commis­
s ion 's  view that  collection of  a customs du ty  does  
no t  jeopardize  the  protection of the  essential inter­
ests of  nat ional  security. 
3.36. Requests m a d e  by officials of the  Cour t  t o  
inspect import  documents  relating t o  the  equ ipment  
in quest ion have  been refused by the  nat ional  auth­
orities concerned o n  grounds  of  nat ional  security. 
T h e  Cour t  has  no t  f o u n d  it possible, therefore,  t o  
quan t i fy  the  considerable sums  which , must  b e  
involved, o r  t o  verify directly the  na ture  of  t he  
equipment and  material t o  which the  exemptions a re  
appl ied.  It was  noted ,  however,  that  in Italy t he  con­
cession applies  t o  a very wide r a n g e '  of  goods  
imported fo r  the  use of  the  a rmed forces a n d  even 
extends  t o  transport  a n d  communica t ions  equip­
m e n t  imported fo r  t he  use  of  t he  Guard ia  d i  Fi-
nanza ,  which, under  I tal ian law, ha s  the  status of  a 
military body .  In some  other countries t he  conces­
sion is appl ied  more  restrictively. 
3.37. Article 223 (1) (b) is no t  t he  most  sqitable 
vehicle fo r  the  administrat ion of  a n  exempt ion of  
this nature  involving, as  it does,  the  waiver of  sub­
stantial amoun t s  of o w n  resources. It is in the  inter­
ests of  the  Communi ty  a n d  of t he  Member  States 
themselves that  a more  satisfactory solution should  
b e  f o u n d  which, while avoiding any risks t o  nat ional  
security interests, would  permit  t he  applicat ion of  
the  present tariff or,  alternatively, p lace  t he  exemp­
t ions o n  a firmer Communi ty  foot ing.  Although it is 
not  fo r  the  Cour t  t o  express a preference fo r  o n e  o r  
other  of these solutions,  it considers tha t  a n y  
exempt ions  granted should b e  limited t o  strategic 
materials a n d  should no t  extend t o  goods  of the  
k ind  ment ioned  in paragraph 3.36. 
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Industrial disputes 
3.38. During the year under  review Ireland a n d  
the United Kingdom experienced prolonged indus­
trial disputes which h a d  a bearing o n  customs duties 
a n d  agricultural levies. The  Irish case involved a 
postal strike. It was ascertained that  the  centraliza­
tion a n d  making available of resources once  estab­
lished were unaffected,  bu t  there were inevitable, 
though unquantif iable,  delays in correspondence 
a n d  procedures which meant  that  establishment was 
later than  it should have been.  The  United Kingdom 
case resulted in a cessation of da ta  processing a t  the  
central accounting office.  During most  of the year, 
therefore, although duties continued t o  b e  assessed, 
it was not  possible t o  ascertain exact monthly totals 
f rom accounting sources. The Member  State's 
monthly payments  h a d  t o  b e  based o n  estimates, 
which were adjusted after  the end  of the  dispute. 
Because of the backlog that  h a d  built  u p ,  some of 
the  later months  h a d  not  been regularized by the  • e n d  of the year. The  adjustments  carried ou t dis­
closed that ,  while, for  the period as a whole, the esti­
mates  were reasonably accurate, in seven individual 
cases the provisional monthly estimates were lower, 
in some cases substantially lower, than  the  final fig-
• ures, a n d  were higher in three cases. The delay in 
rectifying the provisional figures ranged u p  t o  three 
months.  The  Commission has claimed interest 
under  Article 11 of Council  Regulation (EEC,  Eura-
t o m . E C S C )  N o  2891/77 (»). 
German internal trade 
3.39. Own resources derived f rom customs duties 
a n d  agricultural levies are a direct result of t rade 
between Communi ty  Member  States a n d  third 
countries. It follows that  any goods entering the  
Communi ty  f rom third countries should give rise t o  
own resources unless duty a n d / o r  levy is no t  
chargeable by virtue of a zero rate of duty or levy in 
the  tariff,  an  exemption in the  context of a t rade 
agreement or a n  au tonomous  Communi ty  suspen­
sion. 
3.40. However, there are other  instances where 
goods may enter the  Communi ty  f rom a third coun­
try without payment  of a duty or levy. Protocols t o  
the  Treaty of Rome provide for  special treatment t o  
b e  afforded t o  goods imported into the Community  
in certain circumstances. Examples are the protocol 
on  the treatment of goods imported into France 
f rom Morocco a n d  Tunisia a n d  the protocol o n  Ger­
m a n  internal trade. In  the former case the  protocol 
clearly states that  goods imported into France are 
no t  in free circulation in the Community  if they are 
re-exported f rom France t o  another Member  State. 
But such a stipulation is not  present in the protocol 
o n  German internal trade, and ,  as a consequence, 
goods  originating in- the German Democratic 
Republic which arrive in the Federal Republic of 
Germany are legally in free circulation in the Com­
munity.  This produces the potentially anomalous 
situation that  goods  f rom the  G D R  imported 
directly into a Member  State other than  the  Federal 
Republic of Germany are liable t o  customs duties 
a n d / o r  agricultural levies, whereas the same goods 
imported first into the  Federal Republic of Germany 
a n d  then into another Member  State would not  b e  
so liable. T h e  protocol on  German internal trade 
thus  represents a potential threat t o  the Commu­
nity's own resources. However, mechanisms exist t o  
discourage the  re-export of goods originating in the  
G D R  from the Federal Republic of Germany t o  
other Member  States, a n d  these mechanisms have 
been the  subject of investigations by the  Court.  
3.41. German internal trade is closely controlled 
by the Federal authorities. Goods  coming from the  
German Democratic Republic cannot  enter the  Fed­
eral Republic of Germany without a n  import  li­
cence. An import licence is issued only af ter  the  
Federal authorities have scrutinized the contract 
governing the purchase of the goods,  a n d  have satis­
fied themselves that  the goods are being sold a t  
prices consonant  with those prevailing on  the  inter­
nal market of {he Federal Republic of Germany.  
The  purchase of certain sensitive goods is further 
controlled by quota limits, expressed either in value 
or quantity terms. The quotas  are set by the  Federal 
authorities, who take account of the  national eco­
nomic  situation, market trends a n d  the various 
industrial a n d  commercial interests whom they are 
bound  t o  consult. Examples of goods subject t o  
quota  limits are:  
— agricultural products,  
I 
— iron a n d  steel products, 
— aluminium, 
— ceramics, china a n d  glass, 
(») OJ N o  L 336, 27. 12. 1977, p.  1. clothing a n d  textiles. 
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Some 30 % of all goods  coming from the German 
Democratic Republic are subject t o  quota.  
3.42. On arrival in the Federal Republic of Ger­
many,  goods f rom the G D R  are subject t o  customs 
clearance procedures broadly similar to  those apply­
ing to  goods from other third countries. A customs 
entry is submitted, a n d  checks are made  to  ensure 
that a valid import licence is available a n d  that, 
where applicable, the quota  limits for the goods in 
question have not  been reached. Checks carried out  
at the frontier are supplemented by further controls 
based on the accounts of the firms involved in Ger­
man  internal trade. Goods  in transit through the 
Federal Republic of Germany (for example, for  
re-export outside the Community)  are controlled by 
either a national transit system or, increasingly, by 
the Community  transit system. Warehousing of 
goods coming from the German Democratic 
Republic is not  normally permitted, a n d  then 
usually only for  goods to  be  exported outside the  
Community.  Goods  entered for  home  use in the 
Federal Republic of Germany may, after clearance, 
be  subject to  certain end-use controls. Value added  
tax is charged in the Federal Republic of Germany 
on  goods arriving from the German Democratic 
Republic, but  a special abatement is granted t o  
compensate for  consumption taxes levied by the* 
G D R  not drawn back at the frontier. 
3.43. There are n o  arrangements for  administra­
tive assistance between the Federal authorities a n d  
those of the German Democratic Republic in check­
ing the  accuracy of declarations on  the origin of  the 
goods.  Nor  is it the general practice in the Federal 
Republic of Germany to  require origin certificates 
for  goods subject t o  German internal trade arrange­
ments.  Serious f rauds have occurred in which goods 
n o t  of  G D R  origin have been presented as originat­
ing in the German Democratic Republic in order t o  
benefit  from the special arrangements. The Federal 
authorities have accordingly stepped u p  their con­
trols on  goods in particularly sensitive categories 
( f o r  example textiles), but  the  Court  considers the  
control of  origin t o  be  an aspect of the German 
internal trade arrangements to  which the Federal 
authorities could usefully pay more attention. 
fact that the purchases are made  expressly for  the  
domestic market, a n d  partly from the  controls a n d  
disincentives which exist t o  discourage re-exports t o  
other Member States of the Community.  These bar­
riers t o  re-export are of three kinds. First, there is the  
insistence that the goods be  sold at domestic prices. 
Second, a number  of goods are subject t o  export 
prohibitions. Third, on  re-export f rom the Federal 
Republic of Germany traders would have t o  make 
good  the value added  tax benefit  granted on  arrival 
of the  goods in the Federal Republic of Germany.  
3.45. Furthermore, the protocol of the Treaty of 
Rome permits Member States to  take measures t o  
prevent any difficulties arising f rom German inter­
nal trade. This provision could b e  interpreted as per­
mitting the  charging of duties o r  levies on  goods  
originating in the G D R  entering other Member  
States via the Federal Republic of Germany.  The  
Court 's  investigations indicate that only France sys­
tematically avails itself of  the right t o  take protective 
measures. It was not  clear whether the competent  
authorities in the other Member States were aware 
of the possibility of difficulties arising or of the  
countermeasures available t o  them under  the Treaty. 
3.46. The  value of the  goods which enter the  Fed­
eral Republic of Germany under  the  arrangements 
for  German internal trade is not  inconsiderable. In  
1978 the value of such goods amounted  t o  
1 527 M E U A ( 1 ) .  This represented nearly 1 - 6 %  of 
total imports f rom all sources by the Federal 
Republic of Germany a n d  25 % of its imports f rom 
Eastern European countries. It also amounted  t o  
0 - 8  % of total intra-Community trade for  that  year. 
In  the same year, goods t o  the value of D M  44 mil­
lion (17 MEUA),  purchased f rom the  German 
Democratic Republic, were exported t o  other Mem­
ber States of the Communi ty  (2). 
3.44. By a n d  large, goods from the  G D R  sold t o  ^ 2°\979 E u r o s t a t '  m o n t h l y  external trade bulletin, 
the  Federal Republic of  Germany remain on  the
 ( 2 )  Source: Written question 283/79, OJ No C 105, 28.4. 
Federal German market. This arises partly from the  1980, p. 1. 
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3.47. This last statistic suggets that the barriers 
erected to prevent the outflow of goods subject to 
the German internal trade arrangements are reason­
ably effective, representing as it does just over 1 % 
of the goods entering the Federal Republic of Ger­
many from the German Democratic Republic. But 
there is nevertheless cause for concern insofar as 
this figure represents a potential loss of own 
resources. Also, depending as they d o  largely on the 
play of market forces, these measures could lose 
some of their effectiveness if there were to  be any 
significant change in the relative economic positions 
of the Member States of the Community. In such an 
event Member States would have to have recourse 
to  the protective measures envisaged by the protocol 
in order to minimize the consequences for their 
economies and for the Community budget. 
Procedures 
3.49. Control of goods placed under the transit 
procedure is both documentary and physical. A set 
of 'T '  forms accompanies the goods from the cus­
toms office where the movement begins (office of 
departure) to the office where it ends (office of des­
tination). Forms accompanying goods under the 
external procedure are stamped T l ,  while those used 
for the internal procedure are stamped T2. The per­
son responsible for the transit operation, or his 
agent, completes the appropriate set of T forms and 
presents them with the goods to the Customs at the 
office of departure. Customs officials carry out any 
physical checks necessary and stamp the T forms, 
retaining the top copy (the others travel with the 
goods). The goods may be  sealed. 
T H E  C O M M U N I T Y  T R A N S I T  SYSTEM — R O A D  
Purpose of the system 
3.50. When the goods cross an internal Commu-
, nity frontier (2) the carrier presents the goods and 
the T forms to the Customs, and lodges with them a 
transit advice note (used to determine the country in 
which the goods are lost if they fail to  reach the of­
fice of destination). The goods are not examined 
unless irregularity is suspected (e.g. because of bro­
ken seals). 
3.48. The purpose of the Community transit sys­
tem is to permit goods to  cross internal Community 
frontiers with the minimum of formalities and with­
out payment of customs or other charges until they 
reach their destination. It is applicable to all goods. 
Two versions of the procedure are used ( !), the 
'internal' and 'external'. The former is used for 
goods in free circulation in the Community, on 
which no  customs duties are at stake (although they 
may be  liable to other charges, for example, value 
added tax or monetary compensatory amounts), 
while the latter covers all goods not in free circula­
tion and certain goods which, although in free circu­
lation, are to be exported with the grant of export 
refunds. 
3.51. On arrival of the goods at the office of des­
tination the transit operation is concluded. The 
goods may then be placed under another customs 
procedure (for example, entry for free circulation/ 
home use, warehousing, etc.). Any duties payable 
are accounted for at this stage. The customs record 
the arrival on the T forms, stamp them, retain the 
second copy and return the third copy to the office 
of departure. Receipt there of copy N o  3 enables the 
operation to be formally concluded and the guaran­
tee (see next paragraph) to  be  discharged, though 
the principal to the operation remains responsible 
for any irregularity which may later be  discovered. 
( ' )  These comments are concerned only with the standard 
procedures applicable to goods  carried by road; the 
modified procedures governing sea, air and rail trans­
port are not examined here. 
(2)  Agreements concluded with Austria and Switzerland 
apply the Community transit system in those countries 
(with minor modifications). Thus for practical pur­
poses 'internal' frontiers include the borders with Aus­
tria and Switzerland. 
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Guarantees 
3.52. T h e  charges t o  which the  goods  are liable 
dur ing  the  operat ion are secured by a guarantee 
entered into by  the  principal.  It may  b e  individual  
t o  o n e  operation o r  comprehensive,  covering a n u m ­
ber  of movements .  T h e  former  are lodged with the  
off ice  of departure a n d  give unlimited cover. T h e  
latter are lodged with designated guarantee off ices  
a n d  are attested by  a guarantee  certificate produced 
at the  start of  each opera t ion ;  comprehensive guar­
antees  are calculated a s  a funct ion  of  the  volume 
a n d  nature  of  the  principal 's  operations,  a n d  nor­
mally cover a f ixed proport ion of  the  charges a t  risk 
over a period.  Guaran tee  houses  also issue flat-rate 
guarantee vouchers which may  b e  accepted by  t he  
customs authorities of  t he  Member  States fo r  indivi­
dua l  transit operat ions;  these have  a ceiling value of  
5 000 E U A  (7 000 E U A  f rom 1 July 1980).' 
Regulations 
3.53. The  Communi ty  transit system is based o n  
two main  Communi ty  Regulations ( ' ) .  These regula­
t ions are directly appl icable  in the  Member  States, 
w h o  are charged with the  day-to-day operat ion of 
the  system. T o  this e n d  each Member  State issues 
detailed administrative instructions t o  its customs 
services covering all aspects  of  the  transit system. 
T h e  Court  has  examined  these instructions, a n d  has  
inspected on a test basis their implementat ion in the  
Member  States dur ing t he  course of  audi t  visits t o  
customs offices. These  investigations lead t o  the  fol-  • 
lowing comments  a n d  recommendat ions .  
Comments and recommendations 
3.54. T h e  transit system has  two distinct func ­
tions.  First, it encourages the  f ree  movement  of  
goods  in the  Communi ty  b y  simplifying as  f a r  a s  
possible all customs procedures a t  the  frontiers.  
( ' )  Council Regulation (EEC) N o  222/77  and Commis­
sion Regulation N o  223 /77  (OJ N o  L 38, 9.2.1977, 
p. 1), which replaced earlier regulations. 
Second,  it safeguards t he  duties  a n d  taxes (includ­
ing the  Communi ty ' s  o w n  resources) t o  which t he  
goods  covered by t he  system are  liable. T h e  dua l  
nature  of the  system gives rise t o  the  fol lowing 
dUemma. Increased f r eedom of  movement  of goods  
— e.g. to  remove internal Communi ty  barriers t o  
t rade  — calls fo r  the  relaxation of  controls. Except  
where they are designed t o  remove mere  formalities,  
relaxations of controls o n  goods  subject  t o  C o m m u ­
nity customs charges p u t  revenue a t  risk. Thus  t he  
pursuit  of o n e  Communi ty  a im  — the  complet ion of  
the  Cus toms Union  — could  endanger  the  imple­
mentat ion of another  C o m m u n i t y  policy — the  
f inancing of the  C o m m u n i t y  budge t  f rom o w n  
resources. 
3.55. This problem arises, in t he  opin ion  of  t he  
Court ,  because the  transit system at tempts  t o  recon­
cile within o h e  f ramework  t w o  different  s i tuat ions:  
first, that  of in t ra-Communi ty  t rade  in those goods  
in free circulation o n  which Communi ty  moneys  are  
no t  a t  stake, a n d ,  second,  tha t  of  goods  which need  
t o  b e  controlled until t he  charges d u e  are levied or,  
a s  the  case may  be ,  the  export  r e funds  a n d /  o r  
M C A s  are  paid. T h e  C o u r t  recognizes the  difficulty 
of striking a balance between the  two  aspects of the  
system, bu t  wishes t o  po in t  ou t  the  risks inherent  in 
the  pursuit  of t rade facilitation t o  the  detriment o f  
revenue protection. It is possible tha t  fur ther  relaxa­
t ion of intra-Community controls will depend  o n  a 
clearer separation of  the  two  func t ions  a n d  a differ­
entiation of the  t reatment  accorded t o  goods  in t he  
two  categories (cf. paragraph 3.61 below). 
3.56. This general po in t  apar t ,  the  Cour t  wishes t o  
draw attention t o  certain features of  the  transit sys­
tem as it operates a t  present  which would perhaps  
benefi t  f rom reappraisal .  
3.57. The  physical security of  t he  goods  is assured 
essentially by  inspection a t  the  off ices  of  depar ture  
a n d  destination a n d  b y  sealing of t he  consignment  
while in transit. However,  Article 18 of  Counci l  
Regulation (EEC)  N o  222/77  provides only tha t  
goods  should b e  sealed ' a s  a general rule ' ,  a n d  in 
practice the  interpretation o f  this provision in M e m ­
ber  States differs widely. Although the  Cour t  under­
s tands  why sealing is n o t  always possible ( for  exam­
ple  the  construction'  of  t he  vehicle concerned m a y  
no t  lend itself t o  sealing), it feels tha t  more  could  b e  
d o n e  t o  harmonize t he  use  o f  this important  back-up  
t o  the  documentary  controls.  
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3.58. An essential feature of the system is the 
return of the copy N o  3 of the T form to  the office 
of departure, thus enabling the operation to  be  
cleared and the guarantee to be  discharged. 
The Court has found that frequently the return of 
this form is unreasonably delayed. The reasons for 
the failure to  return the form can range from postal 
delays to the total loss of the consignment en route. 
Without the copy N o  3 the office of departure has 
no  way of knowing whether the consignment has 
arrived safely or not. Subsequent enquiries initiated 
by the offices of departure into the non-return of 
copy N o  3 do  not always follow k systematic pat­
tern, or are sometimes simply allowed to lapse. 
Greater care on the part of offices of destination in 
returning copies N o  3 and a more systematic 
approach in some Member States to the manage­
ment of enquiries into their non-return would d o  
much to improve the situation. The Court would be  
interested to know whether the establishment of 
central offices to deal with the dispatch and receipt 
of copies N o  3 (as has been done in some Member 
States) has improved the situation and whether the 
Commission plans to encourage their extension 
throughout the Community. 
3.59. The correct application of the system 
depends heavily on the use of customs stamps to  
authenticate T documents. The advantage to be  
gained by the fraudulent use of stolen or forged 
stamps is clear. The Court notes with satisfaction 
that in most Member States the utmost care is taken 
over the custody of these stamps. But cases of fraud 
occur none the less and it may be that in the longer 
term an alternative method of authentication should 
besought .  
3.60. Guarantees d o  not always cover the full, 
amounts of duty and tax at stake on a consignment. 
Although, strictly speaking, this should not endan­
ger own resources, which are paid to the Commu­
nity on the basis of debts established and not of 
money collected, some Member States d o  not con­
sider own resources to be established in disputed 
cases until full payment has been made (cf. para­
graph 12.39 (b) of P a r t i  of the Court's Annual 
Report for 1978). The Commission's comments 
would be  welcomed. 
3.61. As was explained in paragraph 3.55, a com­
mon T form is used for the external and internal 
procedures, being differentiated only by the inscrip­
tion T1 or T2 at the time of completion. The Court 
is concerned at the risk to own resources of the attri­
bution of the wrong designation by the person com­
pleting the form; this fear was confirmed by impres­
sions gained during on-the-spot audits in the Mem­
ber States. The Court considers this to be an in­
stance where technical progress has been pursued to  
the detriment of revenue security, and suggests that 
a clearer distinction should be  made between the 
two sets of form (e.g. by printing them on differently 
coloured paper). The forms could also usefully 
incorporate a note reminding the carrier of his obli­
gation to present the goods at the office of destina­
t ion;  investigation has shown that some users of the 
system are ignorant of this obligation. 
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1979 4.56 t o  4.62 
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Special measures for  the  disposal of milk products — 
supply of milk t o  schools 4.73 t o  4.79 
Special measures for  the  disposal of  milk products — 
supply of  butter t o  armed forces 4.80 t o  4.86 
Management  of expenditure o n  skimmed-milk pow­
der  in 1979 4.87 t o  4.96 
Summary of principal comments 
Paragraph 
reference 
4.0. The  audit  of  the  E A G G F  Guarantee Section 
was essentially concerned with (i) the  budgetary man­
agement for  the financial year 1979 a n d  the  repercus­
sions during the past  year of earlier budgetary man­
agement,  following clearance; (ii) certain aspects of  
the  intervention measures in the  milk products sector. 
(a) 1979 budgetary management :  
(1) the  dual  nature of the budgetary manage­
ment  of the common  agricultural policy, with 
global advances a n d  detailed expenditure, 
stretches the  rule of  specificity, but  should 
not  infringe tha t  of  annuality 4.1 t o  4.3 
(2) the  monetary units  continued t o  vary a n d  the  
nomenclature t o  b e  unclear in the  1979 
budget arid accounts  4.4 t o  4.9 
(3) the appropriations fo r  1979 were altered 
belatedly a n d  were insufficient t p  meet the  
total burden of  f inancing,  leaving a deficit o f  
203-5 M E U A  4.10 t o  4.13 
a n d  4.18 
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(4) the appropriations for 1980 were misapplied 
to finance 1979 expenditure, either temporar­
ily (799-6 MEUA) or permanently (203-5 
MEUA) 4.14 to 4.18 
(5) the use of advances by the Member States 
was either insufficient or excessive, the latter 
implying financing by the Member States 
themselves 4.19 to 4.22 
(6) the treasury accounts of the Commission and  
the Member States have not been reconciled 4.23 to 4.25 
(7) the . present procedure for the granting of 
advances is liable to  cause confusion 
between financial years and thus lead to  
appropriations being exceeded 4.26 to  4.30 
(8) adjustment of appropriations by transfer is 
made late, and detailed commitments and 
charging u p  of payments are submitted and 
approved without sufficient appropriations 
being available 4.31 to 4.35 
(9) it is not possible to  draw u p  a complete 
expenditure account of the Guarantee Sec­
tion due to the use of negative appropria­
tions and the adjusting of expenditure 
against revenue 4.36 and 4.37 
(10) the co-responsibility levy was insufficient to  
cover the commitments of the milk market 
development programme in 1979, and the 
mode of "entering these commitments in the 
accounts creates problems for the future 4.38 to 4.42 
(11) the budgetary accounting of the deductions 
to finance the register of olive cultivation 
infringes the rules against allocation and  
contraction 4.43 and 4.44 
(12) the expenditure chargeable to the financial 
year, taking into account expenditure antici­
pated or deferred, exceeds the amount 
entered in the revenue and expenditure 
account 4.45 
(b) Clearance of accounts : 
(1) the decisions taken in 1979 and the work in 
progress do  not indicate any likelihood of 
making u p  the delays already mentioned 4.46 to 4.48 
(2) the system of verification and the decision­
making process are in part responsible for 
clearance being late and lacking finality 4.49 to 4.51 
(3) insufficient regard is had for classifying new 
items of expenditure for the Communities as 
exceptional 4.52 and 4.53 
(4) failure to use the clearance system properly 
has rendered the decision giving discharge 
practically meaningless 4.54 and 4.55 
(c) Frauds and irregularities: 
(1) the application of the Regulation on the pre­
vention and suppression of frauds and irregu-
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larities and on the recovery of sums wrongly 
paid has not produced results as satisfactory 
as in previous years 4.56 to 4.62 
(2) in spite of the important role assigned to it in 
the prevention of frauds, the scrutiny by the 
Member States provided for under Directive 
77/435 has by a n d  large not yet been put into 
effect 4.63 to 4.66 
/ 
(d) Community preference in the citrus fruits sector: 
although the system of the Community has man­
aged .to keep the prices of imported products at a 
suitable level, it has not prevented withdrawal 
operations in Southern Europe, probably because 
of the basic structure of the market  1 4.67 to  4.72 
(e) Management of the milk sector: 
(1) the programme for supplying milk to schools 
and the measures for  selling butter at reduced 
prices to the armed forces were implemented 
differently in several Member States and the 
results have not  yet been evaluated 4.73 to 4.86 
(2) measures for the disposal of skimmed-milk 
powder on the internal market and for its 
export were adjusted too late to changes in 
the condition of the market and consequently 
entailed excessive expense for 1979 4.87 to 4.96 
G E N E R A L  I N T R O D U C T I O N  
The system of budgetary management of the EAGGF 
Guarantee Section 
4.1. The system introduced by the Regulation of 
21 April 1970 of the financing of the common agri­
cultural policy ( J)  has special characteristics which 
depart considerably from the rules of the general 
budget. With regard to  Guarantee, these special 
provisions have been reproduced in essence in a 
special title of the Financial Regulation applicable 
to  the general budget (Title VIII) and  supplemented 
by implementing regulations. 
4.2. The main characteristic of this system is 
budgetary management at  two levels: extensive and  
detailed. 
The extensive budgetary management is carried out 
within the framework of the appropriations of the 
Guarantee Section, entered in Titles 6 and 7 of the 
budget and in Chapter 88 relating to  fisheries. 
Within the limits of these appropriations the Com­
mission decides upon the advances to  be  granted to  
the Member States in their national currency, blocks 
the corresponding appropriations in budgetary units 
of account (EUA) by means of a provisional global 
commitment, and effects payment by transfer to  the 
account opened for this purpose at the Treasury or 
some other financial institution. The financial 
resources thus placed at the disposal of the Member 
States enable them to  ensure that payment is made 
by the paying agencies of the expenditure financed 
by the Guarantee Section in accordance with the 
regulations and management decisions applicable to  
each common market organization (2). 
The detailed budgetary management is based on the 
statements made each month by the Member States 
(')  Council Regulation (EEC) N o  729 /70  o f  21 April 
1970, OJ N o  L 94, 28. 4. 1970, p. 13. 
(2)  Commission Regulation N o  380 /78  o f  30. 1. 1978, OJ 
N o  L 56, 27. 2. 1978, p. 1. 
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a n d  broken down by type of  expenditure, according 
t o  the budgetary nomenclature.  This expenditure, 
converted into budgetary units of account (EUA) is 
then subject t o  commitment  by  chapter, article a n d  
item, within a period of two  months  following the  
statement, a n d  charging as  a payment,  in principle 
within the same period. The  adjustments  required 
between the chapters a n d  articles are governed by  a 
special transfer procedure within the  Guarantee Sec­
tion, pursuant t o  Article 101 of  the  Financial Regu­
lation (1). These transfers, m a d e  without the  inter­
vention of the budgetary authority if they are 
between articles a n d  with the  approval of  the Coun­
cil a lone if they are between chapters, can b e  
effected until the expiry da te  for  closure of the  
accounts of the Guarantee  Section, i.e. until 
31 March of the following financial year. 
these different exchange rates. Unfortunately the  
financial year 1979, when the  diversity of  monetary 
units in use was a t  its height, was judged  the  appro­
priate moment  t o  delete the  chapter 'Expenditure 
resulting from the application of different exchange 
rates' f rom the budgetary nomenclature.  The  result 
is that  it is n o  longer possible t o  measure this effect,  
which the Court finds regrettable. The Court  pro­
nounced itself in favour  of separately identifying this 
financial effect in its opinion of 22 May 1980 o n  the  
proposal for  a Council  Regulation o n  the value of 
the  unit of account a n d  the conversion rates t o  b e  
applied for  the purposes of the  common agricultural 
policy. 
4.3. This system therefore' considerably stretches 
the  budgetary rule of 'specificity', i.e. classification 
by chapter a n d  article. It has  n o  effect o n  authoriza­
tion, since the paying agency acts o n  the basis of a 
global advance of funds ,  a n d  is no t  in fact applied 
until af ter  the expenditure has  been effected, when 
it is charged t o  a budget  heading. The  budgetary 
rule of annuality on  the  other hand ,  applies t o  both  
the  extensive management  a n d  the  detailed manage­
ment ,  which means  that  bo th  must  b e  reconciled in 
the  annual  accounts, which are settled o n  the  basis 
of  the payments m a d e  u p  t o  31 December by  the  
paying agencies. 
Monetary units 
4.4. With regard t o  agriculture, the financial 
year 1979 was characterized by  the  use of three dif­
ferent monetary units:  the  unit  of account (u.a.), 
convertible a t  the 'green rates'  for  the  application of  
the  common agricultural policy; the  E C U ,  which 
succeeded it as f rom 9 April 1979; a n d  the  European 
unit  of account (EUA) used for  the  budget.  The  
expenditure in national currency in the  Member  
States can be  calculated by converting the amounts  
used for  the common agricultural policy a t  the  green 
rates of the u.a. or  the  E C U .  This expenditure is 
then converted into E U A  when it is entered in the  
budget,  since the appropriations of the E A G G F  
Guarantee  Section, are  expressed in EUA.  
4.5. Recourse t o  these  various units makes it 
essential t o  know exactly what  effects it has o n  the  
budget,  i.e. what differences result f rom the  use of 
(')  Financial Regulation o f  21 December 1977, OJ N o  L 
356,31.  12. 1977. 
Budgetary nomenclature 
4.6. The budgetary nomenclature must  be  suffi­
ciently clear and  stable to. allow the course of bud­
getary expenditure t o  b e  followed a n d  t o  enable first 
the  budgetary authorities a n d  then the  audit  bodies 
t o  accurately determine for  what purpose the 
expenditure was made.  This is unfortunately not  the  
case with the E A G G F  Guarantee  Section. 
The  amendments  m a d e  once  again in the  budget for  
the financial year 1979 t o  Chapters 62, 68, 69, 71 
a n d  78 show a continuing tendency t o  instability 
a n d  have not  assisted progress towards greater clar­
ity in the headings. 
4.7. It is frequently the  case that  it is impossible 
f rom a simple reading of  the  accounts t o  determine 
the  fa te  of certain appropriations. Item 6200 for  
example (Refunds  o n  milk a n d  milk products), 
relating to  the f inancing of exports t o  non-member 
countries of the various milk products,  is allocated a 
final appropriation of  1 808 M E U A .  A number  of  
different products are involved, arid are in fact gov­
erned by different rules, bu t  n o n e  of the documents  
recording the implementation of the budget gives 
the  slightest indication of  how this considerable sum 
(nearly one-fifth of the  E A G G F ,  Guarantee Section) 
was divided among them. 
In the same way, it is not  possible t o  separate the  
expenditure on each of the  two different types of 
measure brought together under  Item 6217 (Public 
storage and  special disposal measures for  skimmed 
milk). It includes, in particular, expenditure relating 
to  the sale for  export t o  non-member countries of 
skimmed-miik powder purchased from the interven­
tion agencies a n d  intended for  animal feed, which 
should rather be classified under  refunds.  The same 
applies to  Item 6221 (Public storage a n d  special dis­
posal measures for butter stocks). 
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By means  of the heading 'Expenditure resulting 
f rom the application of different exchange rates'  it 
was possible in the 1977 a n d  1978 budgets t o  iden­
tify the expenditure connected with the existence of 
green rates a n d  different  budgetary rates, which 
amounted  t o  1 153-2 M E U A  in 1978. In 1979 the  
item in question was deleted. While it is t rue that  the  
difference between the  two  rates has diminished 
since the application, f rom 9 April, of the  E C U  t o  
the  common agricultural policy, some budgetary 
expenditure is still attributable t o  it. 
The  instability of the nomenclature has the  further 
disadvantage that it creates difficulties u p o n  clear­
ance  of the accounts in charging t o  a particular 
heading expenditure which frequently was made  o n  
the  basis of a different nomenclature than that  of 
the  current financial year. 
The accounts for the financial year 
4.8. The  Court  examined all the supporting docu­
ments  relating t o  budgetary management ,  i.e. the  
management  of advances,  their entry in the budget ,  
the  detailed commitments  a n d  charging as pay­
ments.  An on-the-spot audit  at the Commisson 
departments proved necessary, because the docu­
ments  forwarded quarterly in accordance with Arti­
cle 79 of the Financial Regulation were not  all ori­
ginals. In future,  the  Court  must b e  able t o  have at 
its disposal supporting documents  with all the  
approvals, signatures a n d  stamps giving them pro­
batory force. 
4.9. As the Court  showed in its previous Annual  
Report, the financial year 1978 was characterized by 
a n  excess of appropriations available, which were 
used u p  artificially at the  e n d  of the  year in order t o  
avoid cancelling them or  carrying them over, by 
means  of 'anticipated depreciation'  of the stocks. 
The  financial year 1979, o n  the other hand,  was 
characterized by insufficient appropriations, which 
the  departments responsible have tried to  make 
good by various, at times debatable,  methods. 
The  following table (drawn u p  by the Court)  gives a 
general presentation of  the  1979 E A G G F  accounts,  
appropriations, advances,  expenditure of the Mem­
ber States, charging u p  of payments,  o n  the basis of 
Titles 6 a n d  7 of the general budget  a n d  Chapter  88 
relating t o  fisheries. 
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Table 1 — Summary of accounts 1979 
Appropriat ions of the  
financial year 
Budget 
Amending  and  supple­
mentary  budget N o  3 
9 602-
802 0 
Total appropriations of 
financial year 
Appropriations of pre­
vious financial year 
Non-automatic carry-
10 404-1 
30-4  
(MEUA) 
Cash position of Member  
States at I. I. 1979 27-
Advances to  Member  
States for :  
Total appropriations 
made  available (cash 
+ advances) 
Corrections to ad­
vances following ex­
change differences on 
balances -
Total appropriations 
available 10 434-5 
Global  commitments ,  
payments 
— January 928-3 
— 
February 827-6 
— March 829-5 
— April 857-0 
— May 9.92-7 
— June  1 036-4 
— 
July 959-2 
— August 955-1 
— September I 032-0 
— October 755-7 
— November 242-4 
9 4 1 5 - 9  
Special advances for :  
— April Netherlands 44 -3  
— April Belgium 20-2 
— May Belgium 21-9  
— May Denmark  14-3 
— May Italy 44-1 
— June  Netherlands 32-8  
— September Den­
mark  9 - 6  
187-2 
9 630-9  
4 - 0  
9 634-9  
1 J 
Difference 799-6:  
, Global  provisional 
commitment  
20. 12. 1979 
Expenditure declared 
by Member  States for :  
— January 778-0 — January 778 0 
— 
February 802-02 — February 802 2 
— 
March 925-4 — March 916 7 
— 
April 813-0 — April  807 4 
— 
May 1 129-1 — May 1 120 9 
— 
June  1 013-7 — J u n e  1 007 6 
— 
July 1 025-5 — July 1 023 7 
— 
August 868-5 — August 868 5 
— 
September 693-7 — September 693 7 
— 
October 869-7 — October 869 7 
— 
November  699-9  ' —  November  699 9 
— 
December 809-7 — December 606 2 
2nd Category (De­
cember  and  
amendment  of 
2nd Category (De­
cember  and  
amendment  of 
20. 2. 1980) 215-7 20. 2. 1980) 215- 7 
Total expenditure de­
clared by Member  
States 
Amendments  relating 
to  clearance of ac­
counts 
— 1971/1972 
1973 
10 644-1 
11-9 
- 3 2 - 3  
+ 14-3 
- 6 1  
Charging u p  of pay­
ments  for :  
Amendment s  relating 
to  clearance of ac­
counts 
— 1971/1972 
— 1973 
Total charging u p  of 
payments against ap­
propriations of the  fi­
nancial year 
Charging u p  of pay­
ments  against appro­
priations of previous 
financial year 
— March 
— April 
— May, 
— June  
— July 
10410-2  
11 -9 
- 3 2 - 3  
+ 14-3 
- 6 - 1  
10 404-1 
Total expenditure of 
Member  States 10 638-0 
Total charging u p  of 
payments 
30-4  
10 434-5 
1 J 
Difference 203 -5: 
Budget deficit charged 
to  financial year 1980 
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M A N A G E M E N T O F T H E  A D V A N C E S  
Determining the appropriations 
4.10. Together with the  non-automatic  carry-over 
of appropriations f rom 1978 ( J )  a total of 10 434-5 
M E U A  was allocated t o  the expenditure of the  
Guarantee Section in 1979. The  utilization of these 
appropriations in the  course of  the year was marked 
by four  phases, described below, which resulted in 
the budgetary appropriations being exceeded. 
F i r s t :  p h a s e :  u t i l i z a t i o n  a n d  
e x h a u s t i o n  o f  t h e  i n i t i a l  a p p r o ­
p r i a t i o n s  
4.11. The cash in h a n d  of the Member  States at 
1 January 1979 amounted  t o  27-8  M E U A .  This sum 
was globally committed against the appropriations 
of the financial year, without the Commission hav­
ing first cancelled it under  the  financial year 1978, 
as required by Article 100 (2) of the  Financial Regu­
lation. T o  it were a d d e d  the  monthly advances,  
representing the initial appropriations available 
(9 603-7 MEUA).  
Two  features became apparent  f rom the very begin­
ning of the finaricial year:  (1) Already in January,  
the  volume of each advance  was higher, of ten consi­
derably so, than one-twelfth of the annual  appro­
priations. This level could obviously not  be  main­
tained throughout the year. (2) The  first six months '  
expenditure in the Member  States was at the level of 
the  advances paid,  a n d  the appropriations available 
represented n o  more than 4 171-1 MEUA,  i.e. 
43 -4 % of the total. 
All signs therefore pointed t o  a shortfall of appro­
priations for the end  of  the  year, given the rise in 
prices a n d  the high cost of the  measures for  dispos­
ing of the stocks of milk products.  
( ' )  The whole o f  this carry-over o f  3 0 - 4  M E U A  made 
under Item 6240 (Financial contribution by the Guar­
antee Section to premiums for non-marketing o f  milk 
and premiums for conversion) was used during 1979 
for the payment o f  premiums. Since 60  % o f  the prem­
iums were financed by the Guarantee Section and 
40  % by the Guidance Section, and since the uncom­
mitted differentiated appropriations o f  the Guidance 
Section were available for the following financial 
year^ a non-automatic carry-over had been decided 
upon for the uncommitted appropriations o f  the 
Guarantee Section from 1978. There are n o  carry­
overs to the financial year 1980. 
4.12. This situation should have moved the Com­
mission t o  act by July a t  the  latest, by submitting a 
request for a supplementary budget.  In fact, the 
shortfall in appropriations was announced much too  
late, on  12 October 1979 a t  the  202nd meeting of the 
E A G G F  Committee,  a t  a point  when the appropria­
t ions available had  been reduced t o  244 MEUA,  the 
difference between the  initial appropriations a n d  
the advances paid.  This amount  was clearly insuffi­
cient t o  meet f inancing requirements until the end  
of the year. 
O n e  reason given was ' the  unforeseeably high 
expenditure on  exporting milk products ' .  The  weak­
ness of this argument should have caught the atten­
tion of the members of  the  committee. While there 
d o  exist expenses which are undeniably irreducible, 
there are others which can b e  influenced by the 
decisions of the Commission.  Refunds  on  the export 
of milk products fall within this category insofar as 
the Commission can,  by manipulating the rates, 
encourage or slow down  this type of export. The  
Commission implicitly recognized this itself: in 
1979 its representative stated t o  the management  
committee responsible that  exports of milk products 
had  been encouraged in order t o  reduce excess 
stocks. The example of milk powder (see paragraphs 
4-87 t o  4-96 of this report) suggests that this 
increase in expenditure does  not  necessarily consti­
tute  a satisfactory use of Communi ty  funds .  
4.13. The Commission submitted a supplemen­
tary preliminary draf t  budget  t o  the budgetary 
authority on  16 October 1979, i.e. after  the deadline 
of 1 September set by Article 1 (5), third subpara­
graph, of the Financial Regulation. The decision on  
advances apart  f rom premiums (2) for the month of 
November,  that was taken on  17 October 1979, indi­
cated that, for  financing requirements reckoned a t  
654-15 MEUA,  a sum of 239-3 M E U A  would  kbe 
made  available to  the  Member  States. This sum, 
plus 3 • 1 M E U A  for the advance for  premiums (2), 
i.e. 242-4 MEUA,  practically exhausted the last 
available appropriations. 
The rest was to  be  paid later, after approval of the  
supplementary budget.  
There was therefore a danger of liquidity problems 
in the Member States, given the time needed t o  
complete the procedure of a supplementary budget.  
At the 204th meeting of the E A G G F  Committee, on  
13 November 1979, it was stated that the needs of 
the Member States 'would be covered on a pro rata 
basis from the appropriations becoming available'. 
( ' )  Premiums for the non-marketing o f  milk and for con­
version, calculated separately. 
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T h e  Commission 's  inefficiency thus  led directly t o  
t he  budget  being managed  unde r  abnormal  condi­
t ions in the  last months  o f  the  year. 
At  this stage the  total advances  pa id  t o  the  Member  
States f rom the beginning of  the  financial year  
amoun ted  t o  9 630-5  M E U A ,  while the  appropria­
t ions available were 9 632-5  M E U A ,  leaving appro­
priations of  1 - 6 M E U A .  If t he  calculation is m a d e  
o n  the  basis of actual  expendi ture ,  i.e. taking in to  
account  exchange differences,  which in 1979 were 
no t  entered in the  accounts  until the  end  of  the  
financial year, the  total pa id  amoun ted  t o  9 634-9  
M E U A .  Thus  in November ,  the  budget  appropr ia­
t ions had  already been exceeded by 2 - 4  M E U A .  
S e c o n d  p h a s e :  a n t i c i p a t e d  u s e  o f  
t h e  1 9 8 0  a p p r o p r i a t i o n s  
4.14. T o  ease the  shortage of  appropriat ions,  fo r  
which the  relief o f  a supplementary  budget  was slow 
in coming,  the  Commiss ion ,  in reliance o n  Article 
7 (2) of  the  Financial  Regulat ion,  decided t o  grant  
a n  advance  of  2 126-2 M E U A  ' to  cover the  expend­
iture of  the  paying authorit ies a n d  agencies until the  
e n d  of  January  1980'. This  advance  was charged 
against  the appropr ia t ions  o f  1980. 
O n  the  basis of this fo rmula  the  Member  States used 
t he  sums  thus  m a d e  available t o  them f rom the  
appropria t ions  of  the  coming  financial year t o  effect  
current o r  pending  payments  related t o  the 1979 
financial year. T h e  Commiss ion  therefore f o u n d  
itself in t he  paradoxical  posit ion of  encouraging 
addit ional  payments  a t  a t ime when it had  n o  
appropria t ions  available a n d  approval  of  the  sup­
plementary budget  was  no t  certain. T h e  Member  
States, fo r  their part ,  were just i f ied in no t  s topping 
payments  fo r  1979, s ince n o  limit h a d  been assigned 
t o  them.  
4.15. The  procedure fol lowed t o  implement  this 
advance  appears  dubious .  T h e  Commiss ion  deci­
sion is da ted  5 December ,  a s  are  t he  proposal  fo r  
global commitment  a n d  t he  payment  order. T h e  
payment  order  was approved  by t he  Financial C o n ­
troller o n  6 December,  bu t  the  proposal  fo r  commit­
ment  only o n  11 January  1980. T h e  advance  was  
m a d e  available t o  t he  M e m b e r  States o n  10 Decem­
ber. Under  these circumstances,  the  Cour t  quest ion 
the  validity of  the  payment  made .  
T h i r d  p h a s e :  u s e  o f  t h e  s u p p l e m e n ­
t a r y  a p p r o p r i a t i o n s  o f  1 9 7 9  
4.16. O n  13 December  1979, supplementary a n d  
amend ing  budget  N o  3 fo r  the  financial year  1979 
was  voted, increasing the  appropria t ions  of  t he  
Guaran tee  Section by  802 M E U A .  It thus  became  
; possible theoretically t o  rectify the  situation o n  the  
basis of  the  appropr ia t ions  o f  the  financial year. 
This  was d o n e  (but only within the  Communi ty  
administrat ion a n d  without  the  Member  States 
being informed)  in the  fol lowing m a n n e r :  a pro­
posal  for  a provisional global  commitment  of  803 -6 
M E U A  was issued o n  20 December  1979. T h e  
approval  of  the  Financial  Control ler  was given o n  
28 December  1979. T h u s  t he  whole  of  the  supple­
mentary appropriat ions (802 M E U A )  a n d  of  the  
remaining appropria t ions  ( 1 - 6  M E U A )  was globally 
commit ted for  1979, a n d  therefore could b e  charged 
as  detailed payments  until 31 March 1980. At the  
s ame  time, the  Commiss ion  decommit ted  the  ad ­
vance pa id  against the  1980 appropriat ions,  a n  
a m o u n t  corresponding t o  the  previous commitment ,  
namely  803-6 M E U A .  T h e  approval  of the  Finan­
cial Controller was given o n  11 January  1980. This  
procedure shows that  t he  decision t o  m a k e  a n  ad ­
vance  for  January  1980 was  indeed in tended t o  
cover, in part,  the  financing requirements of  the  
months  of  November  a n d  December  1979. 
4.17. The  Cour t  is uncertain as  t o  the  validity of  
this procedure which a m o u n t s  t o  amending  a pre­
vious decision o n  advance  payment  a n d  taking a 
new o n e  o n  the  basis of  t he  appropria t ions  of  a di f ­
ferent  financial year, without  respecting the  s ame  
formalities, in particular consultat ion of  t he  
E A G G F  Commit tee .  In  the  absence  of  a formal  
decision by the  Commiss ion  t o  m a k e  an  advance ,  
t he  799-6 M E U A  appl ied  t o  the  last advance  of t he  
f inancial  y e a r ( ' )  may  b e  considered as  having been  
m a d e  available t o  the  Member  States by  a procedure 
contrary t o  the  provisions of  the  Financial  Regula­
tion a n d  of  Regulation N o  729/70.  T h e  s ame  
applies  fo r  the  subsequent  charging as  detailed pay­
ments ,  for  the  same  a m o u n t .  
Further, the  1 -6 M E U A  representing the  remaining 
appropriat ions of 1979 a p p e a r  t o  have  been mistak­
enly decommitted.  T h e  payment  order  fo r  the  ad ­
vance of 2 126-3 M E U A  of  10 December  bore  a 
reference to  the  financial year  1980 only. The  1-6 
M E U A  was therefore no t  included a n d  there was n o  
reason t o  decommit  it. 
( ' )  Of  the 803-6 M E U A  committed globally, 4 M E U A  
were reserved to cover cumulative exchange rate dif­
ferences charged as payment at the end o f  the finan­
cial year. Only 799-6  M E U A  remained available for 
the expenditure o f  the Member States. 
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In sum, the consequence of these operations was 
that  the Member States remained with -the amounts  
advanced to  them o n  10 December,  as appropria­
tions of the financial year 1980, which they used 
without distinction in payment  of their 1979 (Nov­
ember a n d  December) a n d  1980 (January) expendi­
ture. 
F o u r t h  p h a s e :  a c k n o w l e d g e m e n t  o f  
e x c e e d i n g  t h e  b u d g e t  a p p r o p r i a ­
t i o n s  o f  t h e  f i n a n c i a l  y e a r  1 9 7 9  a n d  
c a r r y - o v e r  o f  t h e  d e f i c i t  t o  t h e  
f i n a n c i a l  y e a r  1 9 8 0  
4.18. The consequences of  this management  were 
drawn upon closing the  accounts  of the financial 
year. The total expenditure of the  Member States 
was 10 638 MEUA.  T h e  total appropriations availa­
ble during the financial year, a n d  commitments 
charged as detailed payments,  were 10 434-5 
M E U A .  The difference of  203-5 M E U A  is the  
amount  by which the  budget  appropriations of the  
financial year were exceeded.  A payment  order for  
this amount ,  i.e. 203 483 472-63 E U A  exactly, was 
m a d e  for  charging the  excess expenditure of the  
financial year 1979 against appropriations of  the  
financial year 1980 under  Item 6200 (Refunds  o n  
the export of milk products). 
Remark of the Court on the reply of the Commission 
to paragraphs 4.14 to 4.18 
Articles 5 and 7 of the Financial Regulation, referred 
to by the Commission in paragraphs (c) and (e) of its 
reply, do not authorize the Commission to disregard 
the constraints of the budgetary law. By its very terms 
this constraint limits expenditure to the appropriations 
available and the latter constitute a ceiling on the pay­
ment of advances for a given financial year. 
Under these circumstances it is a fallacy to suggest 
that this fundamental constraint could be affected by 
one whereby 'under the current CAP rules those carry­
ing out operations under the CAP have a right to pay­
ment upon completion of those operations'. The Com­
mission's own powers of management allow it suffi­
cient initiative and room for manoeuvre to be able to 
contribute effectively to limiting the cost of this policy, 
without having to touch upon the wider problem of 
institutional powers, i.e. of coordinating budget deci­
sions with agricultural decisions. Had it acted differ­
ently in regard to the disposal of stocks of skimmed-
milk powder, the Commission could have remained 
within the budgetary appropriations in 1979 (cf. para­
graphs 4.87 to 4.96 following). 
This decision contravenes Article 203 of the  Treaty 
establishing the European Economic Communi ty  
which lays down the  rule of the  annuality of  the  
budget,  a n d  Article 205 which states: 'The Commis­
sion shall implement the  budget  . . .  on  its own res­
ponsibility and  within the  limits of the appropria­
tions. '  
These rules in respect of  the  management  of ad­
vances also apply both  t o  global provisional com­
mitments which, according t o  Article 96 of the  
Financial Regulation, should remain within the lim­
its of the appropriations entered in the Guarantee 
Section, a n d  t o  the  ensuing payments which, 
according t o  Article 4 (2) of  Regulation N o  729/70 
represent 'appropriations '  m a d e  available t o  the  
Member States. The  fact  that  the expenditure t o  b e  
covered by these appropriat ions is considered as  
compulsory under  the  Treaty or the instruments 
adopted  in accordance with the latter, does no t  
mean that  this expenditure may exceed the total 
appropriations set by the  budgetary authority. 
Utilization rate of Community funds by the Member 
States 
4.19. The changes in the  Communi ty  accounts 
have repercussions in the  accounts of each Member  
State. 
These repercussions, a n d  the  manner  in which the 
provision of Article 4 (2) of Regulation N o  729/70 
that the Member States shall ensure that  the f u n d s  
are used without delay a n d  solely for  the purposes 
laid down has been applied,  may b e  analysed with 
the help of Table 2. 
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Table 2 — Rate of utilization of advances 
Member Stales 
Monthly average for the year As  at 3 Y. 12. 1979 
Average funds avail -
able for one month 
Average balance re­
maining after month's 
expenditure 
Average utilization 
rate (.') 
Total ad­
vances ( 3 )  
made 
available 
Expendi­
ture de­
clared 
Utiliza­
tion rate 
at 
31. 12. 1979 
M E U A  
National 
currency 
(thou­
sands) 
M E U A  
National 
currency 
(thou­
sands) 
% 
(D-(3) 
(1) 
% 
(2)-(4) 
(2) 
M E U A  M E U A  
% 
(8) 
(7) 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
Belgium 
Denmark  
F R  o f  G e r m a n y  
France 
Ireland 
Italy 
Luxembourg  
Nether lands  
Uni ted  Kingdom 
Total  
8 6 - 3  
6 2 - 6  
256-4  
242 
53-2  
175-8 
, 1 - 9  
118-5 
59-7  
J 457-5  
444-1 
580-3 
1 407-9  
3 5 - 6  
1 9 9 - 2 0  
77 -6  
32f5 • 5 
39 
19-7 
- 1-7 
50 -8  
33 6 
4 - 0  
6 5 - 8  
0 - 8  
- 1 2 - 0  
16-0 
793-6  
- 1 2 - 4  
128-2 
195-1 
2 - 7  
7 4 - 5 0  
33 -2  
- 3 2 - 3  
10-6 
77 -0  
102-7 
80-2  
86-1 
92 -5  
6 2 - 6  
57-9  
110-1 
73-2  
77 -2  
102-7 
77 -9  
86 1 
9 2 - 4  
6 2 - 6  
57-2  
109-9 
72 -8  
790-4  
767-7  
2 462 -9  
2 458-1 
573-9  
1 305-7  
13-5 
1 542•5 
525-9  
800-9 
780-9  
2 512-8  
2 516-6 
591-7 
1 321-2 
13-6 
I 570-7  
535-7 
101 -3 
101-7 
102-0 
102-4 
103-1 
101-2 
100-7 
101-9 
101-9 
1 056-4  177-0 83-2  10 440 -6  10 644-1 101-9 
( ' )  Discrepancies can  exist between t he  two  amoun t s  because  of  exchange differences.  
(2)  Thousand  millions. 
(3)  Including commi tment  o f  799 -6 M E U A  a n d  results o f  clearing accounts  of  6 -1 M E U A .  
4.20. Comparison of the average rates of utiliza­
tion of Community funds  with the rates of the pre­
vious year (cf. 1978 Annual Report, paragraph 2.16) 
reveals a change in the relative positions of the 
Member States. While the average monthly rate of 
utilization rose to 83-2 % from 77 % of the previous 
year, the number of Member States who perma­
nently benefited from a positive cash balance from 
funds  drawn on the E A G G F  increased cosiderably. 
In addition, two Member States instead of one had 
several times to effect expenditure in excess of the 
funds drawn on the E A G G F  increased considerably, 
itself abnormal and serves to raise the general aver­
age utilization rate. The rate of utilization among 
the other Member States varies from 57-9% to 
92- 5%.  These figures reflect the tendency of the 
Member States to' artificially inflate theiir requests 
for advances in the months preceding the shortage 
of budget appropriations. 
The average notwithstanding, individual Member 
States did at times have negative cash balances: 
the Federal Republic of Germany on 1 January, 
France in July, Ireland in July, August and October, 
Italy in March and April, Luxembourg in July, the 
United Kingdom in August, the Netherlands and  
Denmark more frequently. 
! 
4.21. Unlike the previous year, all the utilization 
rates at 31 December are higher than 100. This 
abnormal situation is due to the budget deficit at the 
end of the financial year and reflects the fact that 
the Member States used, admittedly in varying mea­
sure, the appropriations of the financial year 1980 to 
cover the expenditure of the financial year 1979. 
4.22. These events should have led the Commis­
sion to periodically re-evaluate the actual require­
ments of the Member States for the rest of the year 
in the light of expenditure incurred. Such a re-eval­
uation would provide a sound basis for estimating 
more accurately the advances to come. It would 
have been particularly useful in 1979. 
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Discrepancies between the accounts of the Commis­
sion and those of the Member States 
4.23. On-the-spot examination of the accounts of 
the Commission revealed that the figures in their 
statements of the cash position submitted by the 
Member States together with their monthly requests 
for  advances were different from those calculated by 
the Commission for each Member State. 
I 
By way of example, the following table shows for 
the cash balances at 31 December 1979 the figures 
supplied by the Member States and those appearing 
in the Commission accounts. 
Table 3 — Difference between the cash position given by the Member States and by the Commission 
(in national currency) (millions) 
Member States 
at 31 December 1978 at 31 December 1979 
According to 
Member State 
( ' )  
According to 
Commission Difference 
According to 
. Member State 
( ' )  
According to 
Commission Difference 
Belgium 
Denmark 
FR o f  Germany 
France 
Ireland 
Italy 
Luxembourg 
Netherlands 
United Kingdom 
163-7 
85-3 
- 7-1 
V 
2-8  
(2) 
119-2 
- 5 2 - 8  
0 - 3  
169-2 
61 -4 
- 38 -0  
237-3 
3 -3  
- 8  895-7 
2 - 4  
- 50-4  
0 - 9  
- 5 -5  
+ 23-9 
+ 30-9 
(2) 
- 0 - 5  
(2) 
+ 116-8 
- 2 - 4  
- 0 - 6  
- 4 1 7 - 2  
- 66-2  
—128-9 
- 3 6 4 - 5  
- 11-9 
' (2) 
38-1 
- 78-1 
- 6 - 4  
- 417-2 
- 9 0 - 0  
- 146-4 
- 340-2 
- 11-8 
- 1  813-6 
5 -2  
- 76-0  
- '6-1. 
0 
+ 23-8 
+ 17-5 
- 2 4 - 3  
- 0-1 
(2) 
. + 4 3 - 3  
- 2-1 
- 0 - 3  
(') Excluding the advance for the following January and including the corrections made by the Commission. 
(2) Certain Member States did not submit a final statement of  the cash position. 
4.24. The causes of this discrepancy are complex 
and require research over several of the past finan­
cial years. 
One of them is the fact that certain corrections to  
the accounts, which are made by the Commission 
and sent to the Member States around May by let­
ter, are not always taken into consideration by the 
Member States. During this exchange of informa­
tion, the sums in dispute are placed in a suspense 
account. 
On the other hand, certain corrections made by the 
Member States are not taken into account by the 
Commission. This was the case this year with Italy. 
As it had always done previously, this Member State 
in November 1979 sent an amended statement of 
expenditure for the financial year 1978. The Com­
mission was unable to  acknowledge, these correc­
tions, due to the new provisions of Regulation 
N o  380/78. As the Court had mentioned in its pre­
vious report (1978 Annual Report, paragraph 2.9), 
the exact amount of expenditure by Italy can only 
be  known a year late. Its national accounting rules 
provide for a final approval procedure. For various 
reasons, this procedure cannot be  completed until 
the last quarter of the following year, on the basis of 
a statement of cash accounts drawn u p  by the pro­
vincial treasuries from the payments actually made. 
Its national system therefore leads Italy, notwith­
standing the provisions of Regulation N o  380/78, to 
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submit an amended statement which can only be 
taken into consideration upon clearance of the 
accounts. 
4.25. The discrepancies between national and 
Community accounts in the matter of cash holdings 
should not in principle be rectified at the time of the 
clearance decisions. The latter are concerned only 
with verifying that the expenditure of past financial 
years is chargeable to  the budgetary headings, not 
with verifying the statements of cash holdings, and 
are in any case made very much later. On the other 
hand,  insofar as the aim is to draw present conse­
quences from the discovery of past errors, in other 
words to recover or pay back cash funds  which were 
excessive or inadequate in the light of the new, 
cleared accounts, the act of clearance can be a cause 
of part of these discrepancies, as paragraph 4.49 
below explains. 
In general terms, it does not appear acceptable that 
there should continue indefinitely to be differences 
between the account of a Member State that the 
Commission keeps in its central accounts and the 
account opened by the same Member State by virtue 
of Article 1 of Regulation N o  380/78. It is for the 
Commission to take the necessary measures, in con­
junction with the national authorities concerned. 
ment of budget appropriations, confusion of ad­
vances chargeable to two successive financial years, 
carry-over of 203 -5 M E U A  to 1980 — raises the 
question of the actual working of the system of ad­
vances itself, as based on Council Regulation (EEC) 
N o  729/70 and Commission Regulation N o  380/78. 
4.27. (a) The Member States are charged with 
ensuring proper management of the Community 
funds  made available to  them and that these funds  
are used without delay and solely for the purposes 
laid down. They must justify their applications by 
submission of statements of their cash position and 
estimates of their future expenditure in accordance 
with the terms of Article 3 of Regulation N o  380/78. 
This should mean that the Member States are for­
mally responsible for the factual basis of their appli­
cations and that the Commission for its part can 
verify and if necessary question the grounds given. 
Consequently its decision to grant the funds  will be  
final, as part of its general responsibility in the 
implementation of the budget. Convention, how­
ever, appears to have sanctioned both excessive 
flexibility in the submission of the applications, 
which are often made at the last resort in the 
EAGGF Committee, and the abusive practice of 
granting funds  as a matter of course, which leads in 
particular to the pro rata reduction of all applica­
tions when there is a shortage of funds.  
Remark of the Court on the reply of the Commission 
to paragraphs 4.23 to 4.25 
Until the clearance decision has been taken, the Com­
mission has no efficient means of checking and, where 
necessary, adjusting the accounts opened by the Mem­
ber States to receive the funds needed for guarantee 
expenditure. In this respect, the provisions regarding 
the account referred to in Article 1 of Regulation 
No 380/78 appear inadequate. 
4.28. (b) Internal financial control has not 
helped to regulate the system of advances better, 
and one may well ask why. Normally, the Financial 
Controller first intervenes after the decision of the 
authorizing officer on the proposal for commitment. 
The purpose of his approval is described in general 
terms in Article 34 of the Financial Regulation but, 
as far as the E A G G F  Guarantee Section is con­
cerned, he is limited by Article 96 to  establishing 
that the global commitments correspond to the 
amount of the advances decided by the Commission 
and that they are within the limits of the total 
amount of appropriations of the Guarantee Section. 
In practice, the Financial Controller gives 'advance 
approval' at the meeting of the EAGGF Committee, 
and thus prior to the decision on the advance taken 
by the Commission. The example of 1979 shows 
that this practice led to  the premature involvement 
of the Financial Controller, robbing of all signifi­
cance the approval of the proposals for commitment 
and subsequent payment orders, which was then 
given as a pure formality. 
Comments on the procedure for granting advances 
4.26. The succession of faults found in the man­
agement of the 1979 appropriations — late adjust-
4.29. (c) The complexity of the legislative rules, 
and their ambiguity on certain points, has led the 
Commission to interpret them to its own conveni­
ence, which is by no  means the strict interpretation. 
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By Article 5 (2) of Council  Regulation (EEC)  
N o  729/70, the Commission is t o  decide 'a t  the 
beginning of the year'  o n  a n  advance payment not  
exceeding one-third of the  appropriations entered in 
the budget.  Article 7 of the  Financial Regulation for  
its part provides that  the  advances intended t o  
finance the expenditure of the Guarantee Section 
may (as an  exception t o  the  general rule that the 
appropriations cannot  b e  committed before the 
budget has been finally adopted,  with effect f rom 
1 January) not only b e  decided a n d  committed, bu t  
' pa id '  f rom 10 December onwards.  
It is by n o  means  clear tha t  these two  provisions are 
^ compatible,  either as t o  the  dates o r  the  situation t o  
which they refer:  whether the  budget  has  been fi­
nally adopted or not .  At all events, they cannot  b e  
read so as t o  allow advances  chargeable t o  the com­
ing financial year t o  b e  used t o  cover the  expendi­
ture of the  present financial year. 
The  possibility of confusion was introduced by 
Regulation N o  2697/70 0 )  as amended ,  replaced by  
Regulation N o  380/78 (Commission regulations) 
which set u p  a system designed t o  ensure contin­
uous  cash facilities of a t  least o n e  month  for  the  
Member  States o n  the  basis of  estimates of expendi­
ture covering three months  running,  without taking 
the  precaution of distinguishing in good t ime 
between the advances chargeable t o  o n e  financial 
year a n d  another. 
The  very terms of the  decisions o n  advances sanc­
tion this confusion in stating that  they are ' intended 
t o  cover the financing requirements of the  paying 
authorities a n d  agencies until the  e n d  of the  quarter 
as  provided by Article 3 (2) (b) second indent,  of 
Regulation N o  380/78 ' .  Thus  the  regular decision 
o n  the advance in December,  in reliance on  Article 
7 of the Financial Regulation, states simply that  it is 
' t o  cover the expenditure of the  authorities a n d  
agencies until the e n d  of January ' .  The notification 
t o  the Member  States by telex is n o  more precise. 
O n  the other hand ,  the  proposals for  provisional 
global commitment a n d  the  payment  orders, which 
are the acts of the authorizing officer translating the  
decision on advances into budgetary terms, neces­
sarily refer t o  the financial year charged. Those that 
followed the Decision of 5 December 1979, in effect 
f rom the 10th, expressly referred to  the financial 
year 1980, although they concerned an  amount  
which it was clear t o  all was intended in part t o  
cover the expenditure of 1979. 
Thus  the mechanism used,  which amounts  t o  consi­
dering solely as a cash advance what is in reality the 
global grant of f u n d s  chargeable t o  the budget of a 
specific financial year, contains within itself the risk 
of exceeding the appropriations available, which in 
fact  materialized in the  management  of the 1979 
appropriations. 
4.30. In conclusion, the Court  cannot  emphasize 
t oo  strongly the need t o  revise the legislative provi­
sions governing the management  of the advances, 
which constitutes the central system of financing of 
the  Guarantee Section. Whatever solution is envis­
aged by the  Commission,  upon  whose initiative this 
reform depends,  it should ensure effective supervi­
sion of the available Communi ty  cash funds  in the 
Member  States a n d  reconcile the desire for  continu­
ity in financing with the  need t o  respect the limit of 
budgetary appropriations. 
M A N A G E M E N T  O F  DETAILED APPROPRIATIONS 
Adjustment of detailed appropriations 
4.31. The transfers decided by the Commission 
a n d  the Council pursuant  t o  Article 101 of the  
Financial Regulation amounted  t o  1 022-4 M E U A  
in total, i.e. 9 - 8 %  of  the  total E A G G F  Guarantee 
Section expenditure. Only one  part of these trans­
fers, 170-5 MEUA,  altered the distribution of 
appropriations between the  chapters a n d  thus 
between the various markets. Changes began t o  
moun t  with the adopt ion of the supplementary 
budget  in December 1979 a n d  resulted in a new dis­
tribution of the expenditure between the markets at 
the end  of the financial year. 
Table 4 gives the broad outline of these changes. 
(>) OJ N o  L 285, 31. 12. 1970, p. 63. 
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Table 4 — Transfers 
Initial Supplementary 
Appropriations 
Chapters after Transfers Final appropriations budget supplementary appropriations 
budget 
Cereals 1 874-2 
- 3 0 0 - 0  1 574-2 
- 8 - 6  1 565-6 
Rice 41 -4 0 41 -4 + 1-3 42-7  
Milk and  milk products 3 717-6 + 742-0 4 4 5 9 - 6  + 31 -4  4 4 9 1 - 0  
Oils and  fats 522-9 + 70-0  592-9 + 13-4 606-3 
Sugar 1 004-6 0 1 004-6 
- 6 4 - 8  939-8 
Beef and  veal 488-3 + 220-0 708-3 + 39-5 747-8 
Pigmeat 84-9  + 10-0 , 9 4 - 9  ' +  9 - 4  104-3 
Eggs and poultrymeat 41 • 2 + 25-0  66-2 + 13-3 79-5 
Fruit and  vegetables 326-5 + 9 0 0  416-5 + 25-0  441-5 
Wine 119-4 
- 25-0  94-4  
- 3 3 - 1  61 -3 
Tobacco 262-0 
- 50-0  212-0 + 13-5 225-5 
Fisheries 20-0 0 20-0 
- 3 - 0  17-0 
Other C M O  112-5 0 112-5 + 7 - 7  120-2 
Non-Annex II 176-2 + 60-0  236-2 + 16-0 252-2 
ACA 1-2 0 1-2 
- 0-1  1 J  
M C A  809-2 
- 4 0 - 0  769-2 
- 6 0 - 9  708-3 
Total 9 602-1 802-0 10 404-1 0 
-
10 404-1 
Note: This table does not  show the carry-over of appropriations from the financial year 1978. 
4.32. The Commission proposed a preliminary 
draf t  supplementary budget  on  the basis of the  
. appropriations initially adopted  in the 1979 budget.  
The  distribution of these appropriations between the 
budgetary headings had  however been altered by the  
initial series of transfers already decided upon.  The  
presentation was not  in the  spirit of Article 1 (5) of 
the  Financial Regulation, which provides that the 
supplementary budget shall be  adopted in the same 
form a n d  according t o  the  same procedure as the  
initial budget a n d  must  b e  substantiated by refer­
ence t o  the existing budgetary appropriations. 
Even admitting that the budgetary authority had  
been regularly informed of  the transfers already 
adopted in accordance with Article 101, Article 12, 
which lays down the  conditions for  the presentation 
of  the initial preliminary draf t  budget,  requires that  
it be  provided with an  accurate a n d  up-to-date state­
ment  of existing appropriations, so that  a decision 
can be taken with full knowledge of the facts. 
Remark of the Court on the reply of the Commission 
to paragraph 4.32 
It is true that, when the budgetary authority adopts a 
supplementary or amending budget, it must do so by 
reference to the initial appropriations, but the appro­
priations requested can only be justified in the light of 
the transfers already made. Retaining the current 
practice means having the budgetary authority adopt 
in the supplementary budget appropriations which 
have already lapsed. 
4.33. The Court must  again point  out  that on  the 
occasion of its last series of transfers requiring the  
agreement of the Council ,  the Commission submit­
ted its proposals outside the  statutory time-limits, 
which meant  that the Council  could not  take a for­
mal decision before 31 March as required by Arti­
cle 101 of the Financial Regulation. 
Besides the fact that this practice is irregular, it has  
the serious disadvantage of  6reating legal uncer­
tainty as to  the exact distribution of  appropriations 
between the various items as  long as  the  Council  has 
not  rectified the situation by adopt ing or  refusing 
the transfers or the Commission has not  expressly 
concluded that approval is deemed by the absence 
of a Council decision. 
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T h e  Commission in its reply t o  a si'milar comment  
in paragraph 2.5 of the  Court ' s  Annual  Report for  
the  financial year 1978 ( ! )  acknowledged that  it was 
very difficult t o  comply with the  deadlines laid 
down  by Article 101 of  the  Financial Regulation 
since it does  not  know what  appropriations have 
been used until it receives the  Member  States' state­
ments,  which are t o  b e  sent by  20 February. I t  is for  
the  Commission t o  alter the  time-limit for  submis­
sion of changes in second category expenditure, 
which was set by itself in Regulation N o  380/78,  t o  
accord with the provisions of the Financial Regula­
tion. 
Detailed commitments and charging as payment 
4.34. The audits carried ou t  have revealed the  fol­
lowing anomalies:  
(a) Although by Article 97 of the  Financial Regula­
tion detailed commitment  should be  m a d e  
within two months  a n d  charging as a payment  
should in general b e  carried out  within the same 
period following receipt of the  monthly state­
ments of expenditure forwarded by the  Member  
States, it was f o u n d  that  some of these opera­
tions were carried ou t  over periods ranging 
between 67 a n d  174 days. The lapse in t ime 
from the date  of expenditure in the Member  
States is even greater d u e  t o  the  persistent late­
ness with which the  Member  States submit their 
monthly statements a n d  in certain cases amend  
them. The  Court  would like t o  know the cause 
of these delays. 
(b) Expenditure was committed in detail a n d  
charged as a payment  under  many items despite 
the insufficiency of the  appropriations availa­
ble. A distinction should b e  made  between the 
two methods adopted  t o  rectify this situation, 
i.e. t o  decommit addit ional appropriations a n d  
enter them under  the  headings concerned:  
(1) by effecting transfers within chapters:  since 
a Commission decision is sufficient in this 
case, the irregularity was innocuous;  
(2.) by effecting transfers f rom o n e  chapter t o  
another:  since a Council  decision is 
required in this case, the  irregularity was 
more serious since it anticipated a decision 
by another authority. 
(') O J  N o  C 326, 31. 12. 1979, p. 11. 
The  sums involved amounted  t o  849-8 M E U A  in 
the  first case and  770-2 M E U A  in the second, i.e. a 
total of 1 620 M E U A .  The  most  important examples 
concerned Item 6 200 (Refunds  o n  milk a n d  milk 
products) with 337 * 8 M E U A  a n d  220-1 M E U A  res­
pectively, Item 6 500 (Refunds  on  beef a n d  veal) 
with 70-8 M E U A  a n d  24-3  M E U A ,  a n d  Item 6 822 
(Premiums for the  processing of fruit a n d  vegeta­
bles) with 163 M E U A  a n d  20-2  MEUA.  
Problem of 'qualified' approvals 
4.35. In the above cases, the insufficiency of 
appropriations available should have led the Finan­
cial Controller to  withhold approval.  As to  the  
expenditure for  January,  February, October, Nov­
ember a n d  December, committed in detail a n d  
charged as  payment,  the  Financial Controller, aware 
that  the  appropriations h a d  been exceeded, quali­
fied his approval in such a manner  as t o  make his 
financial control conditional,  a n d  thus divest it of 
its absolute character. 
The  practice does not  comply with Articles 34 a n d  
43 of the Financial Regulation which require the 
Financial Controller t o  examine the regularity a n d  
conformity of the proposals for  commitment a n d  
payment  orders, with reference t o  the provisions 
applicable a n d  the priciples of sound financial man­
agement. Articles 35 a n d  44 of the same regulation 
treat the lack of available appropriations as a spe­
cial case, since in that  instance refusal on  the part of 
the  Financial Controller t o  grant his approval can­
not, b e  overruled. 
It is true that the approvals granted in respect of the  
detailed commitment a n d  payment  operations 
under  the E A G G F  Guarantee  Section d o  not  have 
the same weight as in the  general situation consid­
ered in the Financial Regulation since they involve 
the  entry ex post facto of expenditure already made.  
This situation once again shows that  many aspects 
of the Financial Regulation are unsuitable for  the  
special financing rules of the  Guarantee  Section. It 
is not,  however, for  the  Financial Controller t o  sub­
jectively interpret such absolute rules, bu t  rather for  
the Commission t o  propose the  necessary amend­
ments.  
Remark of the Court on the reply of the Commission 
to paragraph 4.35 
Approval does not cease to be obligatory for the stage 
of commitment and payment in detail simply because 
a prior approval was given when the global advances 
were made to the Member States. 
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Moreover, there is no article in the Financial Regula­
tion which authorizes 'qualified approvals'. If there 
are insufficient appropriations, then until such time as 
this can be remedied by a transfer, the solution is to 
refuse approval on the grounds of insufficiency of 
appropriations, and not to grant approval subject to 
the necessary appropriations being made available 
later by transfer or other means. Where it concerns 
transfers from one chapter to another, the practice in 
question amounts to presuming the existence of a 
Council decision that has not yet been taken. 
Negative appropriations and adjusted expenditure 
4.36. The budgetary rule of universality is in prin­
ciple applicable to  the general budget of the Com­
munities, in respect of which Article 3 of the Finan­
cial Regulation states that  'all revenue shall be  used 
t o  cover all expenditure' .  This general principle 
results in two further rules: the rule against contrac­
tion, by which all revenue a n d  expenditure must b e  
entered in full in the budget  a n d  in the accounts;  
a n d  the rule against allocation which prevents a cer­
tain receipt being assigned to  cover a specific item 
of expenditure. 
The  exceptions t o  these principles, which are specifi­
cally stated in the Treaties, are restated in an  
exhaustive list in Article 22 of  the Financial Regula­
tion. 
4.37. A number  of provisions relating to  the  
E A G G F  Guarantee Section depart  from these rules. 
They result iri the collection of revenue which is not  
entered in the accounts as such, but  is adjusted at 
some stage against expenditure a n d  by the same 
token allow its re-use amount ing t o  allocation. This 
applies t o  
(a) monetary compensatory amounts  collected, 
(b) co-responsibility levy, 
(c) recovery of sums wrongly paid,  
(d) security retained for  failure t o  complete opera­
tions guaranteed thereby, 
(e) corrections charged as under-expenditure when 
clearing the accounts.  
Some of these accounting operations are expressly 
mentioned in the Financial Regulation: (e) by Arti­
cle 99, and  (c) by Article 22 (1) (b) a n d  (2) (a). Oth­
ers are mentioned only in the budgetary nomencla­
ture or by other Council  regulations: (a) (b) a n d  (d). 
Sometimes the actual amounts  of the  /revenue 
appear  as negative appropriations (estimated 
revenue) a n d  as negative expenditure (revenue) 
under  specific headings in the budget a n d  in the 
accounts:  this is the case with the co-responsibility 
levy. Sometimes negative amounts  appear  under  
such headings but  are themselves the  balance of 
adjustments  made  a t  a previous'  stage: this is the  
case with monetary compensatory amounts .  
Sometimes the adjustments  are m a d e  by the Mem­
ber States themselves a n d  d o  not  appear  in their 
statements of expenditure:  for  example, recoveries 
o r  security retained. 
The principal outcome of  these practices is to  under­
state the real expenditure of the E A G G F  Guarantee 
Section for  a given financial year a n d  make it practi­
cally impossible t o  draw u p  a complete account 
thereof. 
Management of the co-responsibility levy and pro­
gramme 
4.38. The financial contribution of milk produ­
cers provided for by Regulation (EEC)  N o  1079/ 
77 ( ! )  of 17 May 1977 a n d  the expenditure t o  pro­
mote  the expansion of  markets for  milk products 
pursuant to  Article 4 of the same Regulation are 
entered under Articles 628 a n d  629 respectively of  
the budget .  In accordance with Article 4, the utiliza­
tion programmes give rise t o  periodic communica­
tions from the Commission t o  the  Council.  
The  allocations of t h e  initial 1979 budget more as 
follows: 
Article 628  Financial  contributions 
b y  milk producers 
- 3 0 - 9  M E U A  
Article 6 2 9  Measures  t o  e x p a n d  the  
market + 3 0 - 9  M E U A  
The budgetary presentation would seem to  imply 
that  there is a set-off between these two Articles 
within Chapter  62. The  changes in the budgetary 
entries during 1979 did  not  bear  out  this initial bal­
ance. 
( ' )  OJ N o  L 131 ,26 .  5. 1977, p. 6 .  
r ' i  
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4.39. Changes under Article 628 'Financial contributions by producers' 
Table 5 — Changes under Article 628 'Financial contributions by producers' 
(*) Supplementary  a n d  a m e n d i n g  budge t  N o  3. 
(MEUA) 
Initial 
budget  
15. 12. 1978 
Transfer  
author ized  
1. 10. 1979 
S a n d  A B  
N o  3(*)  
13. 12. 1979 
Appropriat ions  
be fore  
adjustment  
9 .  4 .  1980 
Transfer  
author ized  
9. 4 .  1980 
base  - 3 0 - 9  - 3 0 - 9  - 3 0 - 9  - 96 - 1 3 6  
movement  - 4 0  - 6 5 1  - 40  + 4 1 - 8  
new 
a m o u n t  - 7 0 - 9  - 9 6 0  - 1 3 6  - 9 4 - 2  
The  Commission estimated the  revenue of Article 
628 of the initial budget  o n  the  basis of  the levy rate 
of 0.- 5 % of the target price of  milk applicable t o  the  
milk year 1978/79, i.e. theoretically until March 
1979. Taking into account  the possibility introduced 
by Council Regulation (EEC)  N o  1001/78 ( ' )  of fix­
ing the amount  of the  co-responsibility levy between 
0 a n d  4 % the Commission did  not  consider itself 
authorized to  provide for  revenue beyond 31 March 
1979. 
Consequently,  the  retention of a levy of 0 - 5 %  for  
the  year 1979/80 decided on  25 June  1979 (2) — 
necessitated reassessment of the revenue. The first 
transfer of - 4 0  M E U A  on  1 October 1979 recorded 
a rate of receipts equivalent t o  about  8 M E U A  per 
month  a n d  brought the appropriation to  - 7 0 - 9  
MEUA.  The supplementary a n d  amending budget 
N o  3 of 13 December 1979 fixed the appropriation 
at —96 MEUA.  In so doing,  as was shown under  
paragraph 4.32, it d id  not  take into account the 
transfer previously requested. This irregular practice 
gave rise in one  particular case t o  a considerable 
overestimate of the  appropriations which should 
have been corrected by a transfer of 9 April 1980 in 
order t o  take into account  the  actual amount  of the 
revenue obtained, i.e. - 9 4 - 2  M E U A .  
( ' )  O J  N o  L 130, 18. 5. 1978, p .  11. 
(2)  Regulation N o  1271/79 of  2 5 . 6 .  79, O J  N o  L 
29. 6. 1979, p .  11. 
I6I 4.40. Changes under Article 629 'Expenditure to 
promote the expansion of markets for milk products' 
Table 6 — Changes under Article 629 'Expenditure to promote the expansion of markets 
for milk products' 
(MEUA) 
Initial 
budget  
Trans fer  
author ized  
1. 10. 1979 
S a n d  A B  
N o  3 ( * )  
13. 12. 1979 
Appropriat ions  
before  
adjustment  
9 .  4 .  1980 
Transfer  
authorized 
9. 4 .  1980 
base  + 3 0 - 9  + 30 -9  . 3 0 - 9  + 147 + 187 
movement  + 40  + 1 1 6 1  + 4 0  - 76 -7  
new 
a m o u n t  + 70 -9  + 1 4 7 0  + 187 + 110-3 
(*) Supplementary  a n d  a m e n d i n g  budget  N o  3. 
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The initial estimate of Article 629 was simply the 
same figure as that entered as revenue. The Com­
mission had, however, at the time of drawing u p  this 
budgetary estimate, already sent two communica­
tions to the Council ( J)  (2) on 'the programme for 
using the co-responsibility fund '  until 31 March 
1979. The expenditure of the milk year 1978/79 not 
chargeable to the financial year 1978 should nor­
mally have been covered by the appropriations of 
the financial year 1979: the programme communi­
cated by the Commission to the Council, however, 
provided for expenditure of about 200 MEUA and 
according to its estimates at the time less than 45 
million had been charged to 1978. One may wonder 
what was meant by a programme with no  assurance 
of cover in the budget. 
The third communication of 16 March 1979 (3) con­
firmed implementation of this programme and pro­
vided for a supplementary programme, should the 
levy continue to be collected after 30 March 1979 — 
which proved to be the case following the decision 
of 25 June 1979. 
But the transfer of 1 October 1979 was simply the 
same figure as in Article 628 and did not take into 
consideration the programme contained in the third 
communication. It was not until after the supple­
mentary and amending budget that a significant 
increase of appropriations resulting from the addi­
tion to the transfer of 40 MEUA of 1 October 1979 
made it possible to raise the appropriations availa­
ble to 187 MEUA. On 13 December 1979, however, 
at the very point when a level of appropriations had 
been achieved which theoretically would cover the 
commitments betokened by the programme, it was 
already possible to foresee that real expenditure 
would be lower. A new transfer was in fact neces­
sary on 9 April 1980 in order to bring the budgetary 
entry back to the level of actual expenditure, i.e. 
110-3 MEUA. 
4.41. Examination of the changes under Articles 
628 and 629 during the financial year 1979 shows 
that from the time of the amending and supplemen :  
tary budget N o  3, the figures in the two Articles 
ceased to correspond: in the financial year 1979 the 
expenditure on expanding the market exceeded the 
revenue from the financial contribution of produ­
cers. The Court's remarks on the reply of the Com-
'mission to paragraph 2.20 of its 1978 Annual Report 
are thus confirmed: the cost of the programme was 
carried over to the following financial years. 
( ' )  1st communication o f  4. 11. 1977, Doc .  SEC (77) 3912. 
(2)  2nd communication o f  25 .4 .  1978, Doc.  COM (78) 
182 final. 
(3) 3rd communication o f  16. 3. 1979, Doc.  COM (79) 113 
final. 
4.42. The appropriations of Article 629 can be  
divided into two categories according to  the type of 
measures they finance. The first simply add to exist­
ing measures (supply of school milk, Item 6292 (4); 
special disposal measures for butterfats, Item 6293). 
The second prove to be  genuinely new measures 
(market development measures, publicity cam­
paigns, and market research, Item 6291; improve­
ment of milk quality, Item 6294). 
The Commission regulations establishing these lat­
ter measures provide that they shall be implemented 
in the form of contracts concluded between the ben­
eficiary and the Commission. In this case, the occa­
sion for expenditure is the signing of the contract, 
which is an independent act which cannot generate 
'expenditure necessarily resulting from the 'Treaty' 
under the terms of Article 203. Furthermore, when 
signing the contract, the Commission commits 
Community finances and it must be  verified that the 
appropriations are available. It does not seem that 
the approximately 400 contracts concluded to  date 
have been the subject of separate commitment pro­
posals, or the approval ol the Financial Controller. 
The latter simply gave his approval to the model 
contracts. There is thus n o  mechanism to  guarantee 
that the commitments entered into by the Commis­
sion can actually be covered by the budget, or even 
that they are entered in the accounts. Moreover, the 
fact that the Regulations relating to these measures 
leave it to the intervention agencies to  effect pay­
ment of advances, and then pay the balance after 
verifying performance of the contract, leads the 
Court to wonder as to  the extent of the checks which 
the Commission has to  make at the time of clear­
ance. 
Remark of the Court on the reply of the Commission 
to paragraphs 4.38 to 4.42 • 
Although the co-responsibility levy is justified in prin­
ciple, there is nothing in the budgetary and financial 
law as it now stands, that would allow the levy to be 
entered as negative appropriations (cf Special Report 
of the Court of Auditors published in OJ (EEC) No C 
258 of 6 October 1980, paragraphs 26 and 27). The 
new presentation of the chapter of the budget on 
expenditure in the milk sector is a step towards 
improved budgetary clarity, as the co-responsibility 
levy is separated before being deducted from the total 
expenditure of this sector. 
(4)  Cf. paragraph 4.77. 
31. 12. 8 0  Official Journal  of the European Communities 63 
Register of olive cultivation 
4.43. Entering in the  accounts  the  expenditure 
relating t o  the census of  the  capacity of  the various 
olive plantations in Italy a n d  France, known as the  
'register of olive cultivation'  operation, poses spe­
cific problems. Regulation N o  154/75 0 ) ,  amended  
by Regulation Nos  984 /76  (2), 646/77  (3), 1794/79 
a n d  2276/79 (4) provided tha t  the  register of olive 
cultivation was t o  b e  financed by deductions f rom 
the  amount  paid t o  olive producers as  production 
aid (the deduction was, for  example,  1 % for  the pe­
riod 1973/74 a n d  1 -47 % for  1979/80). 
However, the deductions,  which a t  31 December 
1979 amounted to  7 -43  thousand million lire a n d  
250 000 F F  and  f rom which a payment  of only 130 
million lire had been m a d e  (trial with a view t o  
choosing the method of  establishing the register of 
olive cultivation in Italy), were not  placed in 
reserve. They were considered as  expenditure which 
had not  been incurred a n d  it was p lanned t o  re-enter 
in the following budgets the  amounts  corresponding 
t o  the deductions not  expended.  At the beginning of 
1979 this involved a n  amount  of 6 - 5  M E U A  
charged t o  Item 6310. 
4.44. The register of olive cultivation is intended,  
in principle, to  have results similar t o  those of the  
co-responsibility levy; t o  charge to . the  producers a 
part  of expenditure related t o  the common agricul­
tural policy. It therefore involves the same excep­
tions t o  the principles of  non-allocation a n d  nonr 
contraction. * 
Its entry under  the E A G G F  Guarantee  Section, 
however, is open t o  criticism, principally in view, of 
its purpose. 
What  the register of  olive cultivation does  is t o  
finance administrative expenditure aimed a t  
improving statistical knowledge a n d  supervision of  
the olive-oil sector. This is therefore not  intervention 
expenditure which, normally speaking, is the  only 
type of expenditure falling t o  the  E A G G F  Guaran­
tee Section. If the Communi ty  wishes t o  continue t o  
finance this expenditure it should seek other means  
of  doing so. 
(•) OJ N o  L 19,24. 1. 1975, p. I. 
(2) OJ N o  L 113, 30. 4. 1976, p. 21. 
(3) OJ N o  L 81, 30. 3. 1977, p. 12. 
(4) OJ N o  L 262, 18. 10. 1979, p. 11 
. SUMMARY OF THE EXPENDITURE OF THE 
FINANCIAL YEAR 
4.45. In  the revenue a n d  expenditure account 
drawn u p  on  1 June  1980, the total expenditure of 
the  Guarantee Section, taking into account the cor­
rections upon  clearance chargeable t o  the financial 
year, was shown as 10434-5 M E U A  
(10 434 530 739-03 EUA), i.e. 7 2 - 6 %  of the total 
expenditure of the general budget,  including the  
expenditure against appropriations carried over 
f rom the previous year. 
The  total amount  of expenditure taken into account 
corresponds exactly t o  that  of the  final appropria­
t ions resulting f rom the  adopt ion of the amending 
a n d  supplementary budget  N o  3 a n d  consequently 
does  hot  give rise t o  any  cancellation or carry-over. 
However, t o  give a true summary of the expenditure 
chargeable t o  the financial year, there should be  
added  the expenditure which would normally have 
come under  the 1979 management  if it had no t  
been :  
— either effected in advance in order t o  use u p  the  
appropriations of the previous year (anticipated 
depreciation of stocks operated in 1978 a n d  no t  
repeated in 1979, for  306-2 MEUA) ;  
— or  carried over t o  the  following year (excess 
expenditure by the  Member  States for  1979, for  
203-5 MEUA).  
CLEARING THE ACCOUNTS 
Decisions in the financial year 1979 
4.46. During the financial year 1979 two different 
types of decision were taken by the  Commission in 
respect of clearance operations a n d  were the subject 
of an  entry in the accounts.  
Firstly, Decision N o  79/886  of 12 October 1979 (5) 
recognized as chargeable t o  the Community  an  
amount  of 11-9 M E U A  for  the financial years 1971 
a n d  1972, for  which the  accounts were closed 
in 1975. This Decision is the result of the Judgment  
of  the Court  of Justice of 7 February 1979 (6) in 
(5) OJ N o  L 272, 30. 10. 1979, p. 34. 
(6) Judgment of 7 February 1979, Case 18/78, Federal 
Republic of Germany v. Commission, annulling Com­
mission Decisions Nos 76/141 and 76/147 (cf. 
Annual Report of the Court for the financial year 
1978, paragraph 2.25). 
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which the Commission Decisions on the clearing of 
the accounts for the financial years 1971 and 1972 
concerning the Federal Republic of Germany had 
been annulled in so far as they left amounts of 
17 -93 and 12 • 05 million D M  relating to butter oper­
ations (social butter) to be borne by the Federal 
Republic of Germany. The amount of 11*9 MEUA 
was charged as a payment to Item 6 223 (Special 
measures for absorbing surpluses of butterfats) at 
the rate for 20 August 1979 (rate of month t — 2) 
and made available to the German authorities. 
4:47. Secondly, the Commission adopted nine 
decisions on 12 October 1979 ( ' )  to  clear the 
accounts of each Member State for the financial 
year 1973, i.e. five years beyond the date set by Arti­
cle 5 (2) (b) of Regulation (EEC) N o  729/70, 
namely the end of the year following a given finan­
cial year. The amounts are as follows, divided 
between the Member States: 
Table 7 — Distribution by Member State of the clearance decisions 
(MEUA) 
B DK FRG F IRL IT LUX NL UK Total EEC 
+ 0 031 + 0-468 + 6-233 + 4-702 + 0-748 + 2-595 + 0-058 + 1-249 + 2-032 + 18 116 
- 0 - 9 8 9  . - 0 - 0 2 8  - 7 - 4 0 1  - 1 2 - 8 0 7  - 0 - 7 7 8  - 2 - 0 8 3  — - 9 - 5 7 8  - 2 - 4 6 4  - 3 6 - 1 2 9  
- 0 - 9 5 8  + 0-440 - 1 - 1 6 8  - 8 - 1 0 5  - 0 - 0 3 0  + 0-512 + 0-058 - 8 - 3 2 9  - 0 - 4 3 2  - 1 8 - 0 1 3  
The Commission therefore charged an overall 
amount of - 1 8  MEUA to the financial year 1979 at 
the rate for the month of August (rate of month t — 2 
in relation to the clearance decision), to meet the 
changes arising from its decisions. It performed the 
charging-up operation in detail as required, by indi­
vidual budget headings, and redefined the headings 
when necessary: for example, some budget headings 
of the financial year 1973 were split into two or 
more headings as from one of the following years. 
These changes, both for 1971/1972 and 1973, were 
incorporated into the amounts entered under each 
item of the revenue and  expenditure account pub­
lished on 1 June 1980, without being separately 
identified. The sole mention of the changes is a 
reference at the foot of page 101 which only gives 
the balances. The Court feels strongly that the 
details of the changes made and the amended 
accounts of the years which have been cleared 
should appear as an annex to  the revenue and 
expenditure account. 
Remark of the Court on the reply of the Commission 
to paragraph 4.47 
It is not sufficient to put the details of the changes 
made and the amended accounts of the years which 
have been cleared into the EAGGF Guarantee Section 
financial report for the year in which the clearance 
decision was taken. This information should appear in 
the notes to financial statements for the relevant year 
— as explanatory notes annexed to the balance-sheet 
and revenue and expenditure account (cf. para­
graph 2.17). 
Clearance in progress 
4.48. The progress of the work of clearing the  
accounts for the financial years after 1973 is shown 
in the following table: 
(•) Decisions Nos  79/893 t o  79/901,  OJ  N o  L 278, 7. 1 
1979, pp .  9 to  25. 
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Table 8 — State of clearance work 
Financial 
years 
, Dates of stages of clearance 
Estimated 
date of 
closure 
Estimated 
delay End of preparatory 
work and on-the-
spot inspection 
Correspondence 
with the Member 
States 
Summary 
document 
1974-1975 July 1979 1st quarter 1980 End 1980 End 1980 5 and  4 
years 
1976-1977 End 1980 1st quarter 1981 2nd quarter 1981 End 1981 4 and 3 
years 
1978-1979 2nd quarter 1981 End 1981 2nd quarter 1982 End 1982 3 and  2 
years 
This table shows that  the  periods required for  clear­
ance  are still excessive. T h e  periodic claims of the  
Commission to  have m a d e  u p  ground d o  not  always 
reflect the situation in practice. 
Risk of errors due to delays 
4.49. The less than  satisfactory situation des­
cribed above has the ma jo r  disadvantage of increas­
ing the risk of error in calculating the sums available 
in the Member States. Thus  the  accounts of the  Fed­
eral Republic of Germany for  the  financial 
year 1973, which were cleared by  Decision N o  7 9 /  
895, n o  longer accord with those of the  financial 
year 1972 after the amendment  m a d e  t o  the latter by 
Decision N o  79/886. In  that  Decision, the Commis­
sion failed t o  take into consideration the effects of 
the  amendment  introduced for  a single budget  item 
o n  the accounts of the  financial years 1971 a n d  1972 
as  a whole. This error (of 29 982 138*4 D M )  affects  
the  total amount  available af ter  clearance of the  
accounts of the  financial year 1973. 
Secondly, the value of the  provisions of Article 8 (b) 
of  Regulation N o  1723/72 of 26 July 1972 (») 
according t o  which the  clearance decisions of the  
Commission involve determination of the  amount  
of financial resources remaining available in each 
Member  State at the e n d  of  the  year cleared, is con­
siderably reduced. 
The  aim of this Article is in fact  t o  establish, by the  
e n d  of the following financial year, the exact 
accounts of a given financial year. It is not  t o  under­
take successive amendments  t o  the  entries in 
accounts long since closed, which is the  result pro­
duced by repeated delays. 
4.50. Examination of the  decisions taken by the  
Commission shows that  the  clearance operation, 
which should, once completed,  settle exactly the  
amounts  borne by the  Community ,  is sometimes 
only one  stage in a procedure which could, in 
theory, never end.  
Like any decision, a clearance decision may b e  
directly appealed against by those whom it concerns 
(the Member States), a n d  in this way the clearances 
relating t o  the financial years 1971 a n d  1972 were 
contested by three Member  States. The Court  of Jus­
tice ruled in favour of o n e  of these States a n d  the  
Commission therefore h a d  t o  amend  its decision on  
, the accounts of this State. 
At present, it appears  that  the decision o n  the  
accounts for  the financial year 1973 is the  subject of 
legal proceedings brought directly by the  Federal 
Republic of Germany (2), Belgium (3), a n d  Italy (4). 
Furthermore, a judgment  by the  Court  of Justice o r  
even a judgment  by a nat ional  court can indirectly 
call a clearance decision into question if it rules that  
Lack of finality in the clearance decisions 
(2) Case 819/79. 
(3) Case 820/79. 
(>) OJ N o  L 186, 16.8.1972, p i .  (4) Case 1 251/79. 
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one  of the aspects of the  management  of the  f inan­
cial year concerned was invalid (regulation, adminis­
trative act, etc). With regard t o  the  financial 
years 1971 and  1972, o n  28 July 1978 by Decision 
N o  7 8 / 7 1 0 / E E C  ( !) ,  the  Commission had  to  take 
account of the effects of a judgment  of the Court  
which invalidated an  administrative act of the Com­
mission. 
4.51. Apart from these necessary amendments ,  
however, of more serious concern is the fact that  
many decisions are adopted  by the  Commission 
with certain reservations. This was the case with 
fou r ( 2 )  of the nine clearance decisions relating t o  
the financial year 1973. In  some cases, the Commis­
sion stated its unqualif ied rejection of only part of 
the  amounts  in question, the rest being refused provi­
sionally as it ' cannot  a t  this stage be accepted for  
f inancing in view of the  need t o  give the matter fur­
ther study'.  In  other cases, the  Commission adopted 
its decision 'without prejudice t o  the results of 
inquiries a t  present in progress' in certain sectors 
(particularly the fruit  a n d  vegetable sectors). 
This situation is incompatible with the very idea of 
clearance which implies that  subsequent revision is 
impossible. It particularly affects the period for  
keeping supporting documents ,  which by Article 4 
of  Regulation N o  1723/72 is until 31 December of 
the year following that  during which a clearance 
decision has been taken.  
Scope of the budgetary powers of the Commission 
with respect to clearance 
financial year for  which it has  been granted. The  
rules governing this expenditure must  therefore b e  
\ interpreted a n d  applied strictly. 
4.53. According t o  Article 5 (2) (b) of Regulation 
N o  729/70, the Commission is t o  clear the  accounts 
o n  the basis of the annua l  accounts of  the  paying 
authorities a n d  agencies. Article 1 (1) a n d  (2) of  
Regulation N o  1723/72 which implements this 
Regulation, provides that  the  documents  in question 
must  reach the Commission by 31 March of the year 
following the financial year in question a n d  it 
defines these documents  in great detail. 
Accordingly, it should no t  b e  possible in the  clear­
ance  procedure t o  correct amounts  upwards so as  t o  
charge t o  the appropriations of one  financial year 
the  expenditure relating t o  a previous year, unless 
they result clearly a n d  explicitly f rom comparison of  
the  information which led t o  charging against the  
driginal financial year (monthly statements by the  
Member States) with that  regularly submitted by the  
Member States in the  form a n d  within the  time-lim­
its laid down by Regulation N o  1723/72. Any cor­
recting upwards which is no t  based on  the above 
process, but  which results, for  example, f rom state­
ments a n d  assessments m a d e  afterwards by the  
Commission during its audi t  operations, a n d  which 
would mean that expenditure not  appearing in the  
accounts submitted within the  time-limits by the  
Member States would b e  chargeable t o  the  Commu­
nity, should be  considered as irregular a n d  contrary 
t o  the  principle of budgetary annuality. As far  as the  
Court  is aware, the clearance decisions relating t o  
the  financial year 1973 were not  all taken within the  
confines of this restrictive interpretation. 
4.52. The clearance decisions generally mean a 
refusal to  charge certain global amounts  t o  the  
Community.  These amounts  are broken down into 
numerous detailed amendments  which can b e  
entered either as reductions or  increases against the 
corresponding budget headings. It should be  borne 
in mind,  however, that  large increases ought t o  be  
exceptional. 
Although expressly provided for  in Article 99 of the 
Financial Regulation which mentions both 'over-
expenditure '  and  'under-expenditure ' ,  the former is 
an  exception to  the rule in Article 202 of the Treaty 
establishing the EEC,  whereby the appropriations 
authorized may only b e  used t o  cover the expendi­
ture regularly committed a n d  paid in respect of the 
(•) OJ N o  L 238, 30.8.1978, p. 25. 
(2) Decisions Nos 79/893/EEC, 79/896/EEC, 79/898/  
EEC and 79/900/EEC. 
Need for a consistent overall approach to the audit of 
the implementation of the budget 
4.54. The Court  already suggested in its previous 
annual  report ways in which t o  arrange the clear­
ance methods so as t o  give the clearance decision, 
which is a sovereign act taken by the Commission 
within the framework of  its responsibility t o  imple­
ment  the budget,  its full  significance. 
The  Court  would ask once  again what is t o  prevent 
the organization of audi t  controls either f rom the  
stage when the item of  expenditure is incurred or in 
any case f rom the t ime when the  normal time-limit 
for  sending the documents  for  clearance expires? 
This procedure would have a threefold advantage:  
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- (1) of basing the  audi t  o n  checks that  include 
examination of the  event giving rise t o  expendi­
ture, even if, a s  must  b e  the  case, such checks 
are carried out  by sampl ing;  
(2) of  speeding u p  the  procedure,  since accounting 
cross-checks between the  information inspected 
o n  the spot a n d  the  amounts  declared by the  
Member  States could  b e  carried ou t  afterwards 
when all the information is available; 
(3) o f . e n s u r i n g  easier access t o  the  supporting 
documents  which are sometimes buried in a for­
est of internal a n d  external national audit  pro­
cedures, a n d  are difficult  t o  locate af ter  a cer­
tain lapse of time. 
T h e  speeding u p  of  the  clearance procedure which 
would ensue would allow the  Member  States t o  
change their procedures more  quickly a n d  t o  avoid 
the  persistence of errors o r  discrepancies in manage­
ment .  
Remark of the Court on the reply of the Commission 
to paragraphs 4.48 to 4.54 
As it is universally agreed that the accounts need to be 
cleared as quickly as possible, the Commission should 
provide the departments concerned with the means to 
do so, particularly in respect, of staff. 
4.55. Improvements of  the  kind mentioned above 
are absolutely essential t o  re-establish a consistent 
overall approach t o  the  audit  of the  implementation 
of  the budget by returning t o  the  logical sequence of 
the  stages of drawing u p  the  revenue a n d  expendi­
ture accounts, the clearance of these accounts, a n d  
discharge. The discharge o n  the  implementation of 
t h e  budget granted by  the  Assembly should consti­
tute a final act which definitively adopts  t h e  
accounts of a financial year a n d  gives (or does not  
give) discharge in respect of its management  t o  the 
Commission on  the  basis of the  revenue a n d  
expenditure account,  the  results of the  clearance 
a n d  the comments of  the  Cour t  of.  Auditors. 
F R A U D S  A N D  IRREGULARITIES 
Application of Regulation (EEC) N o  283/72 (*), in 
1979 
4.56. The prevention a n d  suppression of f rauds  
a n d  irregularities is based  o n  Regulation (EEC)  
(>) OJ N o  L 36, 10.2. 1972, p. 1. 
N o  283/72 of 7 February 1972 which leaves it t o  the  
Member  States t o  adop t  the  necessary legal provi­
sions, provided that  they inform the  Commission 
thereof a n d  communicate  t o  it the irregularities dis­
covered, the procedures instituted a n d  the  results 
obtained.  
The  Commission's  role is thus  primarily t o  check 
that  the Member States have sent the information in 
the  correct manner.  It may  request special inquiries. 
It must  be  in a position t o  assess any irregularities o r  
negligence on  the part  of  the national administra­
t ions so as  t o  avoid the  charging of irregular pay­
ments  t o  Communi ty  funds .  It should thus b e  possi­
ble t o  assess the effectiveness of this Regulation by 
examining the financial results of its application. 
4.57: The Commission's  information o n  national 
legislation, as provided for  under  Article 2 of Regu­
lation (EEC)  N o  283/72 is incomplete:  a study o f .  
the material sent by the  Member  States t o  the Com­
mission showed that  the  information provided is not  
always up-to-date. The  Commission needs t o  know, 
however, what bodies are responsible in the indivi­
dual  Member States a n d  what  procedures are appli­
cable, in order t o  assess whether the  national sys­
tems are suitable for  ensuring the  detection a n d  
prevention of f rauds a n d  irregularities. I n  reply t o  
the  same comments m a d e  by the  Court  in its 1978 
Annual  Report, the Commission stated that ' this 
important work could no t  yet begin because of other 
priority activities t o  combat  irregularities'. Neverthe­
less, the Court  considers that  detailed knowledge of  
the national systems is essential if irregularities are  
t o  b e  effectively combated.  It would therefore 
inquire again of the  Commission what  steps it has  
taken t o  ensure that  its documentat ion is systemati­
cally updated a n d  pu t  t o  use. 
4.58. In its 1978 Annual  Report,  the  Court  noted 
that  the information supposed t o  b e  sent quarterly, 
pursuant  t o  Articles 3 a n d  5 of Regulation (EEC)  
N o  283/72, was late a n d  inadequate ;  the  situation 
appears  t o  have worsened since:  delays of over three 
months  were found ,  a n d  o n e  Member  State, Bel­
gium, had  failed t o  send anything within the pres­
cribed deadlines. 
The  Court  wishes t o  know whether the  Commission 
has  taken steps t o  obtain these quarterly reports 
f rom the  Member States, a n d  t o  eliminate the  causes 
of these delays. 
4.59. The  number  (116) a n d  the amount  (2 094) of  
the  irregularities notified in 1979 are comparable 
with those of 1978. 
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Table 9 — Irregularities notified and recoveries made 
(MEUA) 
Y e a r  
C a s e s  n o t i f i e d  R e c o v e r i e s  
N u m b e r  A m o u n t  N u m b e r  A m o u n t  
1973 51 1 307 40  654 
1974 89 4 361 71 977 
1975 130 3 037 99 1 284 
1976 226 5 331 127 2 277 
1977 150 8 322 67 2 042 
1978 113 2 173 61 988 
1979 116 2 094 61 1 210 
Over a third of the files dealt  with expenditure relat­
ing t o  premiums for  the non-marketing of milk a n d  
the conversion of dairy herds, which is f u n d e d  
jointly by the Guarantee  a n d  Guidance  Sections. 
This undoubtedly reflects the  problems that  some 
farmers have in complying with a multiannual plan.  
T h e  number  of irregularities notified that relate t o  
the  Guarantee Section a lone  has fallen considera­
bly. They mainly involve milk products,  beef a n d  
veal, a n d  pigmeat. Distribution by country is as fol­
lows: 
Table 10 — Number of cases notified 
M e m b e r  S t a t e  1978  1979  , 
Belgium 0 1 
Denmark  11 11 
F R  of  G e r m a n y  48 36 
France  9 32 
Ireland 1 2 
Italy 1 3 
Luxembourg  0 0 
Nether lands  3 6 
Uni ted  Kingdom 4 0  25 
Total  E E C  113 116 
The information available at the Commission is 
unfortunately not  of sufficient quality t o  determine 
whether these findings reflect a differing frequency 
of irregularities, a differing degree of effectiveness 
in the national supervisory systems or a difference 
in the rate of recourse t o  the  Communi ty  informa­
tion procedures. 
States to  recover sums wrongly paid.  This is not  
done  by the Commission in a systematic way, a n d  
here again it is in n o  position t o  assess the effi­
ciency and diligence of the Member States. 
This lack of knowledge makes it impossible for  the 
Commission t o  apply correctly the provisions of 
Article 8 (2) of Regulation (EEC)  N o  729/70 on  the  
sharing of responsibilities between the  Member  
States a n d  the Communi ty .  Even assuming that  it 
has all the information necessary, a clear interpreta­
tion of this Article is still lacking. In  reply t o  the  
comments  made  by the  Court  in 1979, the  Commis­
sion 'confirmed its intention of resuming the exami­
nation of this problem as  soon as  this is administra­
tively possible'. It would not  appear  that  this inten­
tion has had  any practical results since then.  
4.61. Another difficulty of  interpretation deserves 
ment ion:  one  Member  State, considering that  Regu­
lation (EEC) N o  283/72 strictly refers t o  payments  
a n d  expenditure, d id  no t  report o n  the irregularities 
relating t o  the levy of  intra-Community monetary 
compensatory amounts .  The  Commission discov­
ered this difficulty several years af ter  it h a d  come 
into being, a delay which the  Court  finds regretta­
ble. It would be  of advantage t o  know what  steps 
the Commission has taken t o  remove this difficulty. 
4.62. In  summary, the  Court  considers that  the  
Commission's  application of  Regulation (EEC)  
N o  283/72 does not  enable  the  extent of the  irregu­
larities or the effectiveness of the  Regulation in 
detecting a n d  suppressing them to  b e  assessed. The  
consequences for  the  Communi ty  finances are of 
necessity negative. 
Implementation of Directive 77/435 of 27 June 
1977 ( 0  on the scrutiny of commercial documents 
4.63. It soon became apparent  f rom the  applica­
tion of Regulation (EEC)  N o  283/72 that  many irre­
gularities are detected thanks  t o  the  scrutiny of the  
commercial documents  of firms: accounts,  corre­
spondence and  other documents  relating t o  their 
business activity. Those Member  States which had  a 
system of inspection of commercial documents  noti­
fied a higher propprtion of  irregularities than the  
others. It is for this reason that  Directive 7 7 / 4 3 5 /  
E E C  of 27 June  1977 required all the  Member  States 
t o  take steps to  systematically scrutinize the com­
mercial documents  of undertakings receiving pay­
ments from, or making payments  to,  the E A G G F  
Guarantee  Section. 
4.60. The same uncertainty pertains as  regards the  
follow-up of procedures instituted by the Member  ( ' )  O J  N o  L 172, 12. 7. 1977, p .  17. 
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The Member States must carry out a scrutiny of a 
representative sample of the undertakings within the 
system of financing of the E A G G F  Guarantee Sec­
tion which may not be  less than half the undertak­
ings of which the receipts or payments amount to  
more than 100 000 u.a. per year. Provisions must b e  
introduced to simplify the task of inspection: for the 
keeping of commercial documents for three years, 
for  the supply of documents and extracts thereof to  
the persons responsible for the scrutiny, for the sei­
zure of commercial documents upon suspicion of 
irregularity. 
These provisions were supposed to  have been 
enacted in every Member State before 1 July 1979 
and  the Commission should have been informed 
thereof immediately. The majority of the Member 
States, however, have not informed the Commis­
sion. Whether the reason is delay in drafting the 
national provisions or failure to communicate them, 
the Directive has not been observed. The Court asks 
the Commission what steps it has taken to  rectify 
this situation. 
4.64. Directive 77/435 applies to the undertak­
ings receiving or making payments within the 
• financing system of the E A G G F  Guarantee Section. 
The following appear to be  outside its scope: under­
takings forming part of a producers' organization; 
those which are supplied by direct beneficiaries; 
those which process the products and resell them to  
an exporter who receives export refunds. The Court 
understands that it is necessary to  set limits to the 
field of investigation, but hopes that the effect will 
not be  to exclude from the audit real beneficiaries 
who might be  sheltering behind an umbrella organi­
zation. The Court would like to know the Commis­
sion's position on this matter. 
4.65. The Member States should not include as 
inspections under the Directive, the controls 
required by other regulations, for example Regula­
tion (EEC) N o  1725/79 of 26 July 1979(0 on 
skimmed-milk powder. The Court asks the Commis­
sion what directions have been given to the Member 
States on this subject. 
4.66. The Commission is assured of information 
on the application of the Directive by the inclusion 
of a special chapter in the annual report that the 
Member States are required to submit under Arti­
cle 4 (3) of Regulation (EEC) N o  729/70 and by 
regular 'discussions' with the Member States. Proper 
implementation of the Directive by the Member 
States implies that the Commission receive detailed 
information on the working of the programmes of 
scrutiny in the Member States. The Court asks the 
Commission what steps it has taken to ensure the 
supply of this information. 
(>) OJ N o  L 199, 7. 8.  1979, p .  1. 
C O M M U N I T Y  P R E F E R E N C E  I N  T H E  C I T R U S  
F R U I T S ,  S E C T O R  
4.67. In the citrus fruits sector, the system of pro­
tection (2) at the external frontiers of the Commu­
nity, combined with premiums (3) for the marketing 
of European products, should ensure real Commu­
nity preference and avoid too  frequent recourse to 
withdrawal operations. 
Having noted that in 1977/78 and 1978/79 the per­
iod of heaviest withdrawals, both for large citrus 
fruits (oranges) and for small citrus fruits (Clemen­
tines, mandarins, satsumas), was from 15 January to 
15 February 1979, the Court concentrated particu­
larly on the management of the citrus fruit market 
during this period, making a detailed analysis 
(generally on the basis of weekly information and 
sometimes, in the case of market prices, on the basis 
of daily information). 
4.68. The Court found that, at the same time: 
— in Italy, relatively large quantities of citrus fruits 
were withdrawn; 
— in France and in the Netherlands products were 
imported which were almost exclusively from 
non-member countries (99 %]; 
— market prices remained relatively firm in the 
import markets of these latter countries (largely 
above the reference price for  small citrus fruits, 
and for oranges also, although it was found that 
on rare occasions small quantities of oranges 
from specific non-member countries fell below 
the reference price); 
— countervailing charges were introduced after it 
had been ascertained that the average price had 
fallen below the reference price and were with­
drawn after it had risen again, each time with an 
administrative delay of several days. 
(J) Protection at the frontiers (Regulation N o  1035/72, 
Article 23  et seq.): annual fixing o f  a reference price 
below which imports of  products from non-member 
countries may only be made after payment of  a counter­
vailing charge which is not withdrawn until entry prices 
have exceeded the reference price for a certain length of  
time. 
O Intra-Community marketing premiums (Regulation N o  
2511/69,  Articles 6 and 7): annual fixing o f  a premium 
granted for each intra-Community export o f  Community 
oranges, mandarins, Clementines and lemons (in 1979: 
from 5 to 9 u.a./lOO kg and. on average, 7 u.a./lOO kg). 
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It was also found, as can be  seen from the following 
table, that even in the worst case (lowest selling 
prices, cf. line 7), citrus fruits from Italy could 
have been marketed in Northern Europe with a 
higher gross return (selling price + marketing prem­
ium, cf. line 9) than the vast majority of transactions 
in these markets (cf. line 6). 
4.69. The data on which these findings are based 
are given in general terms in the table below: 
Table 11 — Comparative levels of imports and withdrawal 
January February 
Oranges  Smal l  c i trus  fruits  Oranges  
Smal l  c i trus  
fruits  
Withdrawal ^ 
1. Average price in u .a . /100 
kg 
2. Volume Italy 
I 
11 -59 
16 713 t 
14-97 
36 495 t 
11-91 
34 0001 
14-53 , 
8 053 t 
Imports 
3. Volume France— Nether­ i 
lands 99 0001 75 441 t 95 0001 63 0001 
4. Volume France 71 0001 58 0001 69 0001 50 0001 
5. Volume Netherlands 28 0001 17 441 t 26 0001 13 0001 
6. Average market price Rot­
terdam u.a. /100 kg 25 30 25 35 
7. Average lowest market 
price Rotterdam u.a . /100 
kg 20 25 2 0  30 
8. Reference price u .a . /100 
kg 16-28 19-74 16-28 19-74 
9. Marketing premium u . a . /  
100 kg 7 7 7 • 7 
4.70. The Court concluded from these findings 
that:  
— the system of protection at the external frontiers 
of the Community has functioned properly, 
since countervailing charges were put into effect 
quite quickly whenever there were low-price 
imports, allowing prices and the rates on the 
import markets to recover; 
— the internal market, on  the other hand,  did not 
react normally since strong demand in certain 
areas of the Community, where imports contin­
ued to fetch good prices, was not sufficient to  
attract produce from other areas with an appar­
ent surplus, where withdrawals were made at the 
expense of the Community. This was in spite of 
the existence of a mechanism designed to neu­
tralize the costs of access to the various Com­
munity markets. 
4.71. The Court does not consider that this situa­
tion could have been avoided by adjusting the refer­
ence or withdrawal prices or the level of the market­
ing premium. 
The reference prices could only be  raised at the risk 
of occasioning higher prices for imported products, 
and it should not be  forgotten that the citrus fruit 
market is not self-sufficient, and relies largely o n  
produce from non-member countries for a regular 
supply upon reasonable terms. 
The withdrawal prices cannot be reduced too far 
since they are one of the factors guaranteeing the 
individual incomes of the producers. 
The marketing premium is already a financially 
attractive factor at its present level. Added to the 
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high prices prevailing in the Northern European 
markets, it should have provided an incentive for  
producers, faced with the choice of withdrawing 
their products at a low price or marketing them at  
very high prices in Northern Europe, to  opt for the 
latter solution. The necessary transport costs by their 
nature cannot be  higher than those of their competi­
tors in non-member countries. 
4.72. The Court wonders whether these distor­
tions in the market are not  due  rather to  external 
factors which partition the Community market and  
make the Northern European markets inaccessible 
to  Italian produce. 
It would also appear that marketing standards are 
less rigorous for products which d o  not leave Italy 
( !), so that when the domestic market can n o  longer 
take the products, this to some extent encourages 
producers to withdraw their products, which d o  not 
always conform to EEC standards, rather than 
export them. 
If the findings above are correct, then the remedies 
would appear-to lie primarily in the structural field 
(cf. paragraphs 5.25 to  5.31 below). 
S P E C I A L  M E A S U R E S  F O R  T H E  D I S P O S A L  O F  
M I L K  P R O D U C T S  
S U P P L Y  O F  M I L K  T O  S C H O O L S  
4.73. The programme for selling milk and a num­
ber of milk products at reduced prices to pupils in 
schools was introduced by Council Regulation 
N o  1080/77 (2) and Commission Regulation N o  
1598/77 (3). All the Member States, including Italy 
have, since the school year 1979/80, made use of the 
opportunity offered to  them of an additional supply 
of milk, yoghurt or cheese to  schools. The benefi­
ciaries may be schoolchildren attending a school of 
any grade or category. The choice of milk products 
(')  Special Report o f  the Court o f  Auditors published in 
OJ (EEC) N o  C 258, 6. 12. 1980, paragraph 49.  
O OJ N o  L 131, 26. 5. 1977, p. 8. 
O OJ N o  L 177, 16. 7. 1977, p. 22. 
and of the categories of school to receive the supply 
is the responsibility of the Member States (Regula­
tion N o  1598/77 Articles 1 (2) and 2 (2). 
4.74. In the words of the preliminary draft budget 
for 1979 the purpose of the programme, which forms 
part of the measures for providing outlets for milk 
products, is to achieve an additional consumption 
of 300 000 tonnes of milk. The Community subsidy 
is added to existing national programmes in such a 
way that they are integrated with the Community 
action. The Community share, originally financed as 
a normal service, is now, following a Commission 
decision of 25 July 1978, met as to two-thirds from 
the co-responsibility levy paid by milk producers. 
The cost of the programme in 1978 was' 18 319 
MEUA (about 22 million ECU); it is estimated at 
48-85 million ECU in 1979 and the estimate for 
1980 is 59-70 million ECU. 
The Community contribution for whole milk was 
8-674 u.a./lOOkg in the 1977/78 milk year (about 
10-5 ECU) and 13 u.a./100 kg (about 15-7 ECU) 
for 1979/80. The financial share taken by the Mem­
ber States had to be  at least 50% for 1977/78, 33 % 
for 1978/79 and 25 % for  1979/80. 
4.75. The checks carried out by the Court in 1979 
revealed a number of irregularities and discrepan­
cies reflecting uncertain or erroneous interpretations 
of Community rules. In this connection, a number 
of remarks must be  made on which pupils should 
benefit from the programme, the amount and'qual­
ity of the products to  be  issued and the checks 
which should be applied to  them, the fixing of sell­
ing prices and the economic influence of the level of 
the Community subsidy and,  finally, the problems 
of budgetary classification and of the financing of 
the Community share. 
4.76. The Court notes a real uncertainty about the 
qualification for being included in the programme 
and also about the numbers qualifying. Regulation 
No.1598/77, Article 1, defines as possible benefi­
ciaries 'schoolchildren attending a school of any 
grade or category including nursery schools'. It has 
not been possible to discover exactly what choices 
among the possible beneficiaries have been made by 
the various Member States. This gap shows how lit­
tle it is possible at present to check on the use made 
of the programme. ^Numerical annual statements 
broken down by category of beneficiary would form 
the basis for any check and ought to be  provided by 
Member States. It is regrettable that Regulation 
N o  1598/77 does not impose any obligation of this 
kind on them. 
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4.77. The amount of milk to be  provided is 0 • 25 
litre per pupil per school day under Regulation 
N o  1080/77, Article 2 (4). The absence of any pre­
cise details seems to have resulted in different meth­
ods of calculation among the Member States: some 
take this quantity as a strict limit, others as an aver­
age. 
The Commission needs to receive all the necessary 
information from Member States at the end of each 
school year so that it can judge the effectiveness of 
the programme, the results and the cost of the opera­
tion. Only on these conditions will it be possible to  
take informed decisions on the programme. It is 
vital, now that the programme has been in operation 
for three years, that such an assessment be made. 
The Annex to Regulation N o  1598/77 gives a list of 
the milk and the milk products which may be pro­
vided under the programme. Each Member State 
may choose the products to  be  issued to the pupils 
in its schools according to  taste and local distribu­
tion arrangements. Some of the products must con­
tain a minimum proportion of whole milk in their 
weight; this would require a technical control but 
the Court has not always found that it is carried out. 
From this point of view the process of clearing 
accounts (which, because of its usual delays, has not 
yet begun to tackle this category of expenditure) 
could not, in any case, take more than  ex post facto 
action against a misapplication of the regulations 
and could in no  way provide material for an assess­
ment of the results of the measure. The Commission 
would therefore be  wrong to rely solely on this 
administrative and accounting aspect of the man­
agement of the programme. 
In the absence of legal provisions on the point, 
practice differs among the States as to whether the 
milk products are to be  consumed in the forms des­
cribed in the Annex to Regulation N o  1598/77 or 
whether they may be incorporated in cooked dishes 
served in school canteens, e.g. cheese omelettes. 
The Court noted that, in the Member States it vis­
ited, checks at the level of individual schools were 
too few and fragmentary to gain a clear picture of 
the execution of the programme. It is obvious that 
such checks would cause extra work for services 
already undertaking many duties and not always 
provided with the necessary staff. Regulation N o  
1598/77 does, however, require, in Article 6, that 
Member States should verify the quantities distri­
buted and ensure that they are used only for their 
intended purpose. 
4.78. The Commission is informed quarterly by 
Member States of the quantities distributed as pro­
vided,for in Article 5 of Regulation N o  1598/77; it 
is vital that these statements continue to be for­
warded on a regular basis and that some cases of 
delay which were noted be  eliminated. It is most 
desirable that a check on the results of this disposal 
programme be made soon after the end of the 
school year. But to assess the effectiveness of the 
programme it would also be  necessary to know the 
items making u p  the selling price, in particular 
national subsidies and any charge to the pupil. Arti­
cle 5 of Regulation N o  1598/77 obliges Member 
States to supply this information, but it does not 
seem that it has been supplied so far. 
4.79. From the point of view of budgetary clarity 
it is unsatisfactory t h a t  the Community share of the 
cost is entered in two places, being divided between 
ordinary appropriations (Item 6231) and revenue 
from the co-responsibility levy (Item 6292). It would 
be  better to use one item even if the funds  have a 
double origin. After all, the method of dual financ­
ing established in 1978, two-thirds by the revenue 
from the co-responsibility levy and one-third by 
ordinary appropriations, does not seem to be  a per­
manent necessity. There is no  reason why the pro­
cess of transferring the cost to funds from the co-re-
sponsibility levy should not be  continued u p  to 
100 %, as one of the reasons for the levy is precisely 
to help increase outlets for milk products. 
SPECIAL MEASURES FOR T H E  DISPOSAL O F  
MILK PRODUCTS 
SUPPLY O F  BUTTER TO A R M E D  FORCES 
4.80. Another special disposal scheme for milk 
products, the supply of butter to armed forces, is 
based on :  
— Regulation N o  1282/72 of 21 June 1972 ( J)  
which authorizes the supply of butter at reduced 
prices out of public stocks; 
(')  OJ N o  L 142, 22. 6. 1972, p. 14. 
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— Regulation N o  192/75 of 17 January 1975 0 )  
which provides for export refunds for butter 
bought on the open market by the armed forces 
of one Member State stationed in another Mem­
ber State. 
(here two months old) intervention butter. As 8584 
tonnes were supplied to armed forces under the 
scheme in 1979, the additional cost may be esti­
mated at 536 414 u.a. This is an order of magnitude, 
not an amount based on actual figures. 
Effectiveness of the supply of butter at reduced prices, 
out of public stocks 
4.81. The Commission's staff have calculated, o n  
the basis of a substitution rate of 5 %, that the sup­
ply of intervention butter to  armed forces is, 
together with similar assistance to  social institutions, 
the cheapest outlet for intervention butter. 
However, in establishing the overall effectiveness of 
a scheme it is necessary to take account of a number 
of associated costs which are to  be added to  the aid 
itself (141 u.a. per 100 kg or 1410 u.a. per tonne). 
The costs may be calculated as follows: 
Given the permanent surpluses of butter and the 
apparent intention of the Commission and most 
Member States to supply butter which is as fresh as 
possible under aid to  direct consumption, the Court 
questions whether the additional costs are justified. 
It suggests that the Commission should consider 
whether it would not be  more economical to intro­
duce direct aid for purchases on the open market. 
Aid of this kind already exists in the form of export 
refunds for purchases of butter by armed forces sta­
tioned in another Member State (Regulation 
N o  192/75). Moreover, the recipient of the aid 
(armed forces) is normally subject to  close internal 
control. 
The condition of the butter market, with regular 
offers for intervention, suggests that direct aid for 
the quantities concerned would not stimulate pro­
duction. In the circumstances most of the additional 
cost could be saved. 
Table 12 — Delivery of butter from public stocks: 
calculation of associated costs 
Artic le  T y p e  o f  cost  ( 1 9 7 8 / 1 9 7 9 )  u . a . / t o n n e  
1 Payment t o  Member  State for  the 
cost of taking into stock 9 -95  
2 Payment to  Member  State for  the 
cost of taking out  of  stock 4-55  
3 D  Payment to  Member  State for  the  
cost of storage (0-276 x 60 days) 16-56 
4 ( * )  Financing (intervention price 
2 357 • 2 u.a. per  tonne  at 8 % for  
two  months)  31-43 
Total per t onne  for  two  months  (*) 62-49 
(*) Although the  storage period depends  o n  the quantities 
of  butter available a n d  the  Member  State concerned, a 
period of two months  has been taken as  a n  example. 
Checking by intervention bodies on the use of the but­
ter by armed forces 
4.82. Neither Regulation N o  1282/72 nor Regula­
tion N o  192/75 requires national authorities to 
check on the use of the butter by the armed forces 
and to verify that they d o  not dispose of it irregu­
larly. In effect, the intervention bodies rely on the 
military authorities for this check. Whatever the 
internal checks carried out, there is no  guarantee 
that the intervention bodies would be  informed of 
any irregularities discovered by the military authori­
ties. The Court considers that evidence of proper 
use by the armed forces should be  obtained. This 
could be achieved by means of an annual certificate 
issued by the military administration responsible or 
the audit body, showing amounts purchased, in 
stock and used. 
The table does not take into account any financial 
depreciation. 
Transfer from one Member State to another of 
The calculations above show that it costs 62 -49 u.a. reduced-price butter out of public stocks 
to supply armed forces with one tonne of 'fresh' 
4.83. Article 8 of Regulation N o  1282/72 pro-
vides, in the case of such transfers, for the applica-
(!) OJ No L25,31. 1. 1975, p. 1. tion of monetary compensatory amounts at a lower 
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rate. However, some Member  States d o  not  apply 
MCAs to  butter which is transported by the armed 
forces themselves. O n  the other hand,  they are 
applied if the butter is transported by an  agent of 
the forces. As MCAs are not  applied in all cases it is 
not  possible to  align selling prices in each Member  
State: in other words, the  intervention price less the  
aid (141 u.a. /kg) is not  the same when expressed in 
national currencies, There are thus different prices 
for  butter within the same Member  State. Although 
the sums involved are not  great, the  Commission 
should look into the problem a n d  inform the Mem­
ber States of what interpretation should be  adopted 
of Article 8. 
N o  2044/75 (2) of 25 July 1975, this estimate (or 'tar­
get quantity') must b e  recorded. If the quantity is 
exceeded in the period, supplementary certificates 
are issued at the rate of  re fund  originally fixed. If 
the 'target quantity'  is not  reached, the security is 
still not  forfeited. The Court* does  not  see the pur­
pose of the security system in this particular case 
a n d  invites the Commission t o  re-examine the  Mat­
ter in the  future. 
4.84. The NATO Treaty (*) also has an  effect o n  
the payment  of MCAs.  Under  Article X I  (4) of  the  
Treaty, member countries of  the Organization may  
import supplies for  their armed forces into the terri­
tory of another member  duty-free. If MCAs are 
regarded as duties for  the  purpose of Article X I  (4), 
then a military unit could request payment of MCAs 
where they exist but  invoke the  Article in order t o  
avoid paying them in another  Member State. Such 
a n  interpretation would b e  detrimental to  Commu­
nity finances. In the Court ' s  opinion,  even if there is 
n o  cause to  expect ma jo r  financial consequences 
f rom these transfers, it would b e  useful for  the Com­
mission t o  look into the  problem a n d  indicate t o  
Member  States the way in which MCAs should b e  
applied t o  the import a n d  export of agricultural 
products by the armed forces of Member States who  
are members of NATO.  
The interaction of Regulations Nos 1282/72 and 
192/75 
'4.86. It is theoretically not  impossible that  butter 
purchased by the armed forces f rom intervention a t  
reduced price under  Regulation N o  1282/72, should 
later be  exported a n d  receive export re funds  under  
Regulation N o  192/75. This could only b e  done  by 
the military administration a n d  the proceeds would 
g o  t o  the central authority. T h e  Court  considers that ,  
although the danger of this loophole being exploited 
is small, the Commission should at tempt t o  close it 
when the regulations are being revised. 
M A N A G E M E N T  O F  E X P E N D I T U R E  O N  
SKIMMED-MILK POWDER I N  1979 
Guarantees given for refunds fixed in advance 
4.85. Export re funds  may  be  paid for  the supply 
of  butter t o  the armed forces of one  Member State 
stationed in another Member State. The supply does  
not  require an export licence. However, if the rate of 
the re fund  is fixed in advance by a n  advance-fixing 
certificate, security is required before the certificate 
is issued. 
The armed forces usually make their purchases by 
means  of an invitation t o  tender for  an  estimated 
quantity which will b e  called on  over a set period 
(usually one  year). Under  Article 10 of Regulation 
4.87. The main characteristics of the  skimmed-
mild powder market are:  a n  intervention price 
which guarantees the producer 's  price a n d  automati­
cally gives rise -to publ ic  purchase, a n d  therefore 
storage; export re funds  t o  make  good the difference 
between prices on  the  internal Communi ty  market 
a n d  prices on the world market, which may be  fixed 
in advance, at the request of  the  exporter, for  a max­
imum period of nine months ;  denaturing premiums 
for  fresh powder consumed in the internal market, 
granted at rates varying according to  its intended 
use;  sale at reduced prices of  stored produce for  the 
benefit  of consumers in the  internal market, invol­
ving price reductions consistent with the premiums 
offered for fresh powder.  In  1979 the unit cost of 
disposal was 80 % of the  intervention price for  pro-
(')  NATO—North Atlantic Treaty Organization. (2)  OJ N o  L 213, 11.8. 1975, p. 15. 
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duce intended for use as pig and poultry feed, 60 % 
of the same price for produce intended for export 
and 50% for produce intended for use as feed for  
calves. 
4.88. The quantities in public storage showed a 
considerable reduction in 1979: 
Table 13 — Public stocks 
(tonnes) 
Stocks 
at l  January 
720 858 
Purchases from 1 January Sales from 1 January 
to  31 December to  31 December 
178 992 684 880 
Losses 
112 
Stocks at 31 December 
214 858 
Total 899 850 899 850 
The reduction is thus of 506 000 tonnes. It is of 
interest to compare it with the results of previous 
years: 
1976: + 80 0001 (opening stock: 
closing stock: 
1977: - 160 0001 (opening stock: 
-closing stock: 
1978: —250 000 t (opening stock: 
closing stock: 
Note should be taken of the serious imbalance in 
the geographical distribution of public stocks which 
appeared in 1979. Out of 214 858 tonnes still in 
stock at 31 December, 200 934 tonnes were in the 
Federal Republic of Germany. This can only reflect 
an imbalance at the purchasing level: of the 178 992 
tonnes taken into intervention, 144 979 tonnes were 
in the Federal Republic of Germany. 
4.89. The cost of the various intervention mea­
sures in 1979 was as follows: 
1 050 0001 
1 130 000 t) 
1 130 0001 
970 0001) 
970 0001 
720 000 t) 
Table 14 — Intervention measures 
Cost (EUA) Tonnage 
Premiums for fresh powder 
Calf feed 703 852 419 1 305 000 
. Pig and poultry feed 93 342 127 97 248 
Disposal measures 
Net sales (reduction below normal sale price) 
Calf feed 250 
Pig and poultry feed 326 395 526(*) 378 011(*) 
Normal refunds (excluding food aid) 372 000 000(*) 465 000(**) 
Total 1 494 590 072 2 245 509 
compared with estimate 1 305 000 000(*) 1 900 000 
(*) Figures estimated by the staff of the Court of Auditors: the nomenclature is not detailed 
enough for some — albeit essential — data to be assessed directly. 
(**) Export quantities assessed by the Court of Auditors using the statistical data of the Com­
mission. To  this may be added 175 000 tonnes exported in the form of food aid. Total ex­
ports are thus 640 000 tonnes. 
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The Court's assessment of the financial manage­
ment of the funds used in this way by the Commis­
sion in 1979 was based on the decisions taken by the 
Commission week by week after consulting the 
Management Committee for milk products. The 
examination was directed to a critique of the levels 
chosen for premiums, for the prices to be charged to 
the various consumers and for export refunds; the 
object being to determine whether financial man­
agement had been of the best, or, if not, whether the 
funds  could have been used more judiciously. 
4.90. At the beginning of the year Community 
stocks were undeniably still very large. But 
skimmed-milk powder is not expensive to store: it 
will keep without the use of cold storage. At that 
date, however, there was n o  longer a basically 
upward trend in Community production estimates. 
The first production estimates for the year were 
available from March/April.  Compared with figures 
for the previous years, they clearly showed a reduc­
tion in the rate of growth (this is confirmed by the 
current estimates for 1980). 
(1 000 tonnes) 
I960 1965 1970 1972 1973 1974 1975 1976 1977 1978 1979 1980 (*) 
323 775 1 356 1 655 1 771 1 753 1 941 2 001 1 969  2 143 2 076  2 075 
(*) Estimate provided as  a guide.  
Source: Commission.  
This reduction, particularly striking in the country 
which is the largest producer, is mainly due to  a 
change of emphasis in the production process 
favouring the production of derived products with a 
high added value for a given quantity of milk 
(cheese and other manufactured milk products), at 
the expense of milk powder. It is interesting that the 
same phenomenon has been observed in New Zea­
land, the main competitor of the Community. This 
explains why the world market prices in 1979 
showed a continuous rise accentuated by increasing 
demand. 
4.91. In spite of this situation the Commission 
continued (as in 1977 and 1978) its vigorous policy 
of absorbing stocks by encouraging the consump­
tion of fresh powder on the home and export mar­
kets and by disposing of the amounts actually in 
storage. It was not until 19 October 1979 that it 
stopped disposing of powder for pig and poultry 
feed in spite of the particularly high cost of the mea­
sure. 
Table 15 — Disposal o f  skimmed-milk powder 
(I 000 tonnes) 
1978 1979 
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 
Internal sales 
Cal f  feed 1174 1305 
Pig and  poultry feed ( ' )  109 144 158 177 144 156 190 0 
Exports 9 0  100 105 110 130 180 170 160 
( ' )  This data differs slightly from that provided in Table 13 for reasons inherent in the system o f  
f inancing the E A G G F  Guarantee expenditure. 
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At the beginning of the year the size of the stocks 
perhaps justified this policy in spite of their steady 
reduction over two years and their growing concen­
tration in the Federal Republic of Germany. But it 
may be thought that the policy of reducing stocks 
was followed too vigorously and for too long with­
out paying enough attention to the budgetary cost. 
It is also regrettable that it was brought to  an end in 
a brutal manner, since abrupt administrative action 
often causes disturbances on the market. 
This means that, even before that date, the nor­
mal users of skimmed-milk powder (calf feed) 
had paid higher prices for their supplies, which 
is not consistent with a policy of premiums for 
the same users and not only for them but also 
for the less traditional users (pig and poultry 
feed). Nor is this consistent with a policy of lim­
iting milk production by means of a brake on 
producers' returns. 
4.92. Two factors suggest that the measures 
applied at the beginning of the year were carried out 
too vigorously and for too  long: 
(a) the exceptionally large quantity covered by the 
applications for. 9 months'  advance fixing of 
refunds for export, submitted by traders during 
the summer 1979. At that time advance fixing 
certificates issued since the beginning of the 
year covered a total of more than 500 000 tonnes 
of skimmed-milk powder and at least 300 000 
tonnes had already been exported to non-mem-
ber countries whereas, normally, the volume of 
exports was about 400 000 tonnes a year. 
This means that, from the summer, traders were 
certain of a rise in world prices and that the 
level of refunds could have been considerably 
reduced from the 804.4 E C U / t  then prevailing. 
The first decisions of the Commission on 
17 June (765 ECU) and  on 3 August (735 ECU) 
were, however, too  timid and,  in fact, were only 
an incentive to have more refunds fixed in ad­
vance. It was not until 12 October (665 ECU) 
that the reduction had an adequate effect. 
(b) the firmness of the internal Community market, 
where for a long period (September 1979 to 
February 1980) prices were between 7 and 8 %  
above the intervention price, indicating, if not a 
shortage, at least fears of a shortage as con­
firmed by a number of separate indications. 
These fears were increased by awareness of the 
imbalance which existed between the public 
stocks in different Member States. 
The Commission was to  recognize this state of 
affairs itself, since the stated reason for its deci­
sion of 19 October 1979 ( l) ,  suspending the sale 
of skimmed-milk powder intended as feed for 
animals other than young calves, was 'the drop 
in public stocks of skimmed-milk powder and 
of the general situation at the moment on the 
market for fresh skimmed-milk powder which is 
showing a certain firming of prices'. 
( ' )  Regulation (EEC) N o  2306 /79  o f  19 October 1979, OJ 
N o  L 264, 20. 10. 1979, p. 19. 
This could only have had the effect of discour­
aging calf-rearing and the use of feedstuffs 
based on milk products for this purpose. There 
is no  substitute for skimmed-milk powder for 
rearing young calves or calves yielding white 
meat to the taste of a section of the consumers. 
The cheapest outlet, from the point of view of 
the Community budget, has thus been discour­
aged. 
4.93. It is legitimate to  wonder why the Commis­
sion could not have reduced export refunds more 
quickly and to a greater extent. The reductions 
decided upon in June and August were too small. 
Previously, refunds had been maintained at the very 
high levels set in 1977 and 1978. The Commission 
did not make any significant reduction in the rate 
until October 1979, i.e. three months after the start 
of the development mentioned above, during which 
traders had, by advance fixing, obtained very large 
quantities. 
The Court has investigated the possible financial 
result for the E A G G F  if* as early as June 1979, 
refunds had been sharply reduced. It transpires that 
over a period of two years, Community expenditure 
could have been reduced by 100 MEUA. 
4.94. The main question that arises is whether, on 
the internal market, the Commission should not 
have adopted a different attitude well before Octo­
ber 1979, namely to increase the selling prices 
(Regulations Nos 368/77 and,443/77) and consider­
ably reduce the aid (Regulation N o  1844/77) to con­
sumers of skimmed-milk powder for use as pig and 
poultry feed or, where necessary, to suspend sales or 
distribution of. premiums to these consumers. The 
cost of the course followed was about 80 % of the 
intervention price, whereas at that time the market' 
price rose considerably above this price (cf. para­
graph 4.72 (b)). 
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Assuming that this would have meant carrying over 
an additional 200 000 tonnes to 1980 by stopping 
the use of skimmed-milk powder as pig and poultry 
feed from the second quarter of 1979, the stocks at 
the end of the year would still only have been 
400 000 tonnes ( '). The financial effect for the 
E A G G F  would have been more, favourable. The 
Court has calculated that there would have been a 
saving of about 85 MEUA over a period of two 
years. 
It would most probably have been possible to find 
an outlet in 1980 for the amounts stored with calf-
feed producers or, if this failed, in exports. The 
increase in sales at the normal price (intervention 
price increased by 2 ECU/100  kg) at the end of 1979 
and the beginning of 1980 confirms this possibility. 
58 000 tonnes were sold under these conditions 
during the three-month period October-December 
1979 while only 52 000 tonnes had been sold 
throughout the whole of 1978. Furthermore, ithe pros­
pects for the production of skimmed-milk powder 
are such (cf. paragraph 4.90) that a reduction in 
stocks was to be expected in a relatively short period 
on the basis of its use within the Community as feed 
for calves alone. This trend would have been acce­
lerated if administrative measures had been taken to 
encourage the use of skimmed-milk powder in calf-
feed, for example by stabilizing market prices at the 
level of the intervention price or if need be, increas­
ing the premium and reducing the delivery price of 
public stocks to the extent to  which Community 
finances benefit frbm this use of the powder. 
Although the consumption of milk powder for calf-
rearing is inelastic in the short term, it may, in the 
long term, be affected by structural factors. This is 
an industry with rather heavy investment costs 
where profit margins are very low. For this reason 
any change in the price of necessary basic products, 
such as skimmed milk, with effects that cannot be 
avoided in the short term can represent, over a long 
period, either a disincentive or, as the case may be, a 
real incentive to calf-rearing. 
4.95. The Commission is entirely responsible for 
the course of conduct here criticized. At n o  time did 
it meet any opposition in the Management Commit­
tee over steps it proposed. There is n o  reason to  
think that the Committee would have refused to 
agree with the steps if they had been proposed ear-
lier. On the contrary^ some delegations had pointed 
out, in late 1978 and early 1979, the unfortunate 
effects of the high level of subsidy given for pig and  
poultry feed. 
A proper exercise of its functions by the Commis­
sion requires that, without concern for any other 
considerations, it should present the Committee with 
the best solutions for the Community from the 
technical and budgetary standpoint, if necessary at 
the risk of being turned down by the Council but 
forcing a clear-cut assumption of responsibility by 
all sides. 
4.96. On the organization of the market rather 
than the day-to-day management, the Court's only 
comments at this stage are upon the advance fixing 
of refunds. The Court does not propose to question 
the principle of advance fixing, which meets a 
requirement of international trade. But it is reasona­
ble to question some of the ways in which it was 
applied to the market for  skimmed-milk powder and 
to the market conditions of 1979. 
The question therefore arises whether the perform­
ance guarantee is adequate;  whether, by way of 
exception, the validity of the advance-fixing certifi­
cates could not have been shortened during the per­
iod May to October 1979 to take account of a proba­
ble rise in world prices; and whether quotas could 
not have been reserved for producers and exporters 
who normally operate on the market so as to reduce 
the chances of speculators obtaining certificates for 
resale to those traders at the right moment. 
The Court is struck by the complacency shown by 
the departments of the Commission at the mention 
of the present mechanisms and the ways in which 
they operate. It wonders whether a constant willing­
ness on their part to question existing systems and 
procedures would not be a more appropriate atti­
tude. 
( ' )  At I June 1980 they amounted to 150 000 tonnes, a 
drop o f  25 % from the 200 000 tonnes held at 1 Janu­
ary 1980. Almost the whole amount is situated in the 
Federal Republic o f  Germany. 
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CHAPTER 5 — THE EAGGF GUIDANCE SECTION 
SUMMARY OF. CONTENTS Paragraph 
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and their utilization 5.2 to 5.8 
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Implementation of the projects 5.21 to 5.24 
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Premium for the non-marketing of milk and milk 
products and conversion of dairy herds to meat pro­
duction 5.37 to 5.39 
Summary of principal comments 
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reference 
5.0 The main observations contained in this chap­
ter concern: 
(a) under-utilization of commitment appropriations 
and transfers to other titles of the budget 5.2 to  5.3 
(b) need to improve the budgetary estimates 5.5 to 5.8 
(c) under-utilization of payment appropriations and 
unsatisfactory operation of the system of differen­
tiated appropriations 5.9 to 5.12 
(d) subsidies granted for the construction of fishing 
boats: need to improve coordination with other 
Community operations 5.17 to 5.19 
(e) delays and problems in the implementation or 
utilization of investments, in particular in the cit­
rus fruits sector 5.25 to  5.31 
(f) problems in justifying expenditure on aids to  
producers' organizations 5.32 to 5.36 
(g) problems in applying the provisions governing 
the premiums for the non-marketing of milk and 
milk products and  the conversion of dairy herds 
to meat production and  in monitoring their appli­
cation 5.37 to 5.39 
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I N T R O D U C T I O N  
5.1. T h e  financial year  1979 is the  last t o  b e  gov­
erned by the  system of  annua l  allocations laid d o w n  
in Article 6 of Counci l  Regulation ( E E C )  N o  7 2 9 /  
70. From 1980, in appl icat ion of Counci l  Regulation 
( E E C )  N o  929/79,  amend ing  Regulation ( E E C )  
N o  729/70  the  total f inancial  assistance that  can b e  
m a d e  available t o  the  Gu idance  Section is set by  t he  
Counci l  by  the  Counci l  fo r  five-year periods (3 600 
M E U A  for  1980-84). T h e  a m o u n t  of  annua l  appro­
priations is fixed through the  budgetary procedure,  
t o  b e  financed under  t he  c o m m o n  measures a n d  
special measures. 
A reserve of approximately 531 M E U A ,  m a d e  u p  of  
the  unused share of  the  annua l  allocations for  1969 
to  1977 was last re-allocated by Counci l  Regulation 
( E E C )  N o  3309/75 o f  16 December  1975. It was  
employed in part  in 1978 a n d  1979 to  cover appro­
priations in excess o f  the  annua l  allocation, a n d  the  
balance  of this reserve remaining a t  the  e n d  of  1979, 
abou t  133 M E U A ,  was  then cancelled.  
T H E  C O M M I T M E N T  APPROPRIATIONS 
AVAILABLE IN 1979 A N D  THEIR UTILIZATION 
5.2. For the  Gu idance  Section of  the  E A G G F ,  t he  
commitment  appropr ia t ions  in t he  1979 budget  were 
525-4  M E U A .  Following carry-overs a n d  other  
movements  during t he  financial year, the  appropr ia­
t ions actually available in 1979 amoun ted  t o  
711-6 M E U A ,  as  shown in Table  1, which also 
shows the  share utilized. ' 
There were numerous  cases of  appropria t ions  being 
re-entered under  other  headings,  by  means  of  trans­
fer  o r  the  supplementary  a n d  amend ing  budget ,  
amount ing  in certain articles t o  more  than  half  t he  
initial appropriat ions.  Their  overall effect  was  t o  
reduce by 97 M E U A  the total commitment  appro­
priations of the G u i d a n c e  Section, mainly t o  the  
profi t  of the Guaran tee  Section. 
31. 12. 80 Official Journal of the European Communities 81  
Table 1 — Commitment appropriations available in 1979 and their utilization 
(MEUA) 
Item o r  
chapter  Title 
Initial 
budget 
Supplemen­
tary 
budget (2)  
and  transfers  
Existing 
appropria­
tions 
Total 
appropria­
tions 
available 
Commit ­
men t  
Appropria­
tions 
carried over 
Appro­
priations 
cancelled 
80 
8210 
8211 
8600 
A. Individual projects 
R . 1 7 / 6 4  
R. 355/77 
R.1361/78  
R. 1852/78 inshore fisheries 
G r o u p  A — Total 
token en­
try 
80 00 
42-00  
token en­
try + 1 5 0 0  
117-5 ( i )  
1-5* 
19-5 
5-00  
117-5 
81-5 
61 -5 
20-00 
115-5 
79-4  
53-5 
4 - 9  
122-00 + 15-00 143-5 280-5 (3)  253-3 
2 - 1  
8-00  
15-00 
25-1 (») 
2 - 1  
2 - 1  
8100 
8110 
8120 
8130 
B. Genera l  social and  infra­
structure measures 
Dir. 72/159 
72/160 
72/161 
75/268 
G r o u p  B — Total 
- 0 - 1  
- 0 - 5  
- 1-4 
— 1 2 - 0 0  
6 - 9  
0 - 4  
2 - 9  
26-7  
87-9  
1 - 6  
4 - 6  
114-2 
54-3  
0-3. 
3 - 9  
82-5 
185-4 - 1 4 - 0 0  36-9  208-3 141-00 
33-6  
1 - 2  
0 - 7  
31-7 
67-2  
0 - 1  
0 - 1  
8190 
8400 
8410 
8420 
8440 
C. Regional measures 
R. 2395/79 measures for  
F O D  following hurricanes 
R. 1362/78 irrigation in Mez-
zogiorno 
R. 1760/78 improvement  of 
infrastructure 
Dir.  78/627 conversion of vine­
yards in Languedoc-Roussillon 
Dir.  78/628 drainage in Ire­
land 
G r o u p  C — Total 
+ 1 2 - 1  
26-7 - 9 -00  
25-00 
21-7 - 1 3 - 6  
3 - 5  + 0 - 4  
76-9  - 1 0 - 1  66 
1 2 - 1  
3 - 8  
15-9 50 
8200 
8201 
8310 
8322 
8350 
8360 
8370 
8500 
8520 
8530 
8620 
D. Measures connected with 
market  organizations 
R .1360/78  producer groups 
and  associations thereof 
R.1696/71 h o p  producer 
groups 
R. 1353/73 conversion to  beef 
and  veal production 
R. 794/76 reorganization of 
f ru i t  production 
R. 1163/76 conversion of vine­
yards 
R. 1078/77 non-marketing of 
milk 
Dir. 77/391 cattle diseases 
R. 1035/72 producer groups in 
f ru i t  and  vegetable sector 
R. 2517/69 grubbing f rui t  trees 
R. 2511/69 conversion of citrus 
f ru i t  production 
R. 100/76 producer groups in 
fisheries sector 
G r o u p  D — Total 
G r a n d  Total 
3 7 
0 4 
4 5 
4 00  
31 5 
73 4 
20 00  
3 - 5  
token en­
try 
token en­
try 
0 - 1  
- 3 - 7  
+ 1 - 2  
- 2 2 - 1  
- 5 0 - 4  
—12 9 
- 0-006 
+ 0-006 
0 - 6  
9-00  
0 - 9  
6 - 2  
65-9  
2 - 3  
17-7 
0 - 2  
2 
5 
9 
6 
9 
1 
8 
006 
1 0 -1  
8 2 - 6  
6 4 - 0 0  
7 5 - 9  
5 23-00 
006 
17-7 
0 - 3  
4 - 9  
0 - 2  
141 -1 - 8 7 - 9  1 0 2 - 8  156-00 95-8  
3 - 5  
0 - 1  
39-2  
525-4 - 9 7  00  (2) 283-2 711-6 506-00 182-4 
0 - 3  
6 - 4  
1-5 
12-8 
21-00 
23-2  
( ' )  Including 45 -7 M E U A  de-committed a n d  re-usable in accordance with Council  Regulation (EEC) N o  3171/75. 
(2)  —81 -7 M E U A  f r o m  supplementary and  amending  budget N o  3, and  - 15-3 M E U A  in transfers.  
( 3 )  Af te r  exchange-rate adjustments .  
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It should also b e  noted  that ,  of  the  43-80  M E U A  of  
commitment  appropr ia t ions  provisonally provided 
fo r  in respect of  Chap te r  100 of  the  budget  fo r  the  
Gu idance  Section, 5 M E U A  were transferred t o  this 
Section, 23• 3 M E U A  were used fo r  the  Guaran tee  
Section, a n d  the  ba lance  was  cancelled.  
5.3. In 1979, commitments  amoun ted  t o  506 
M E U A  ( 7 1 1  % of f inal  appropriat ions),  a notable  
increase over the  279-2 M E U A  o f  the  financial year  
1978 (52-3 % of final appropriat ions) .  Non e the  less, 
if the  initial appropria t ions  fo r  1979 are taken in to  
consideration (i.e. 97 M E U A  subsequently entered 
unde r  other titles of the  budget) ,  the  percentage of  
utilization falls t o  6 2 - 6 % .  For a more  detailed 
examinat ion of the  commitments ,  by  budget  head­
ing, reference should b e  m a d e  t o  the  1979 revenue 
a n d  expenditure account .  , 
In applicat ion of Article 2 of  Counci l  Regulation 
( E E C )  N o  929 /79  of 8 M a y  1979, the  appropriat ions 
entered in the  1979 budget  that  have not  been com­
mitted by the  end  of the  financial year a n d  are car­
ried forward t o  1980, will b e  deducted  f rom the  
a m o u n t  of financial assistance for  the  five:year per­
iod starting o n  1 January  1980. 
5.4. N o  further  commitment  appropriat ion was  
entered in the  1979 budget  f o r  projects t o  improve 
agricultural structures (Regulat ion 17/64). In reality, 
the  effect  of  carry-overs a n d  appropriat ions de-com­
mitted a n d  re-usable in accordance  with Regulation 
N o  3171/75 was t o  leave available a n  allocation of  
117-5 M E U A  in 1979 fo r  projects under  Regulation 
N o  17/64, which was used fo r  providing new assist­
ance ,  in accordance with the  provisions of Counci l  
Regulation (EEC)  N o  2992/78 .  
It is not  intended in fu ture  t o  grant  new financing of  
this kind,  by  means  of  re-utilization of  de-commit-
ted appropriat ions,  fo r  projects under  Regulation 
17/64. T h e  latter type  of  intervention is not  t o  b e  
cont inued,  as  the  projects will henceforth be  
financed only under  Regulation 355/77.  Recommit­
ment  of appropriat ions in accordance with Regula­
tion N o  3171/75 should  be  more  suitably presented 
in the  accounts  in order  t o  avoid differing sums  
appear ing as at present o n  page  133 of  the  1979 
Revenue a n d  Expenditure Account  a n d  o n  page  138 
of  the  Analysis of the  Financial  Management  fo r  the  
s ame  financial year. 
5.5. Table  2 compares  the  utilization of commit­
ment  appropriat ions of  t he  last three financial years. 
T h e  project measures represent individual projects 
a n d  regional projects f o r  which collective projects o r  
programmes are submit ted b y  the  Member  States. 
Under  the  heading 'Measures  involving reimburse­
men t '  are grouped t he  general social a n d  structural 
measures a n d  those connected  with the  market  
organizations, for  which t he  commitments  in t he  
Communi ty  accounts  take  place a t  the  s ame  t ime a s  
payments .  
5.6. The  estimates provided by the  Member  States 
a n d  re-issued by the  Commiss ion  have  always been  
excessive as  fa r  as  measures  involving reimburse­
ment  (essentially the  c o m m o n  measures) are con­
cerned.  U p  to  a n d  including 1977, Article 6 (4) of  
Counci l  Regulation 729 /70  al lowed the  transfer,  
dur ing the  financial year,  of  the  unused  part  of  the  
appropriat ions in tended fo r  the  c o m m o n  measures  
t o  the  project measures ( individual  projects unde r  
Regulation 17/64). 
In 1978, in spite of  t w o  transfers of  70 M E U A  a n d  
42 M E U A  t o  finance interventions fo r  projects 
(under  Regulations 17/64 a n d  355 /77  respectively), 
only 50 -8 % of the  final appropr ia t ions  available fo r  
measures involving reimbursement  (374-1 M E U A )  
had  been committed a n d ,  f o r  the  Gu idance  Section 
as  a whole, carry-overs t o  the  fol lowing financial 
year amounted  t o  250-2 M E U A .  In 1979, in spite of 
re-entries of  a total of  97 M E U A  unde r  other titles 
of the  budget ,  there are  still 205 -6 M E U A  in unused  
appropriat ions at the  e n d  of  the  financial year, of  
which 182-4 M E U A  have  been carried forward t o  
1980 a n d  23*2 M E U A  cancelled.  T h e  cancellations 
principally concern conversion in the  citrus fruits  
sector (Item 8530), 79 % of  the  appropriat ions of  
which had  been carried forward f rom 1978 t o  1979, 
t o  b e  cancelled for  the  mos t  part  a t  the  end  of  the  
year. 
5.7. Better estimates would  n o n e  the  less appea r  
possible. For the  eradication of  cattle diseases (I tem 
8370), irrigation in the  Mezzogiorno (I tem 8400), 
improvement  of publ ic  services (I tem 8410) a n d  
conversion of vineyards in Languedoc-Roussil lon 
(Item 8420), the  Communi ty  regulations provide fo r  
the  prior approval  by  the  Commiss ion of p lans  o r  
programmes,  a n d  it was  therefore possible t o  foresee 
that ,  given the  t imetable fo r  implement ing the  mea­
sures, there would be  n o  commitments  of  C o m m u ­
nity f u n d s  in the  first year  fol lowing the  adop t ion  of  
these regulations. 
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Table 3 — Utilization of commitment appropriations in 1977/1978 and 1979 
(MEUA) 
Appropria­
tions car­
ried for­
ward from 
previous 
year 
Appropria­
tions re­
leased 
R 3171/75 
Initial 
budget 
Amending 
budget and 
transfers 
Appropria­
tions avail­
able for the 
financial 
year 
Commit­
ments 
Appropria­
tions to be 
carried for­
ward 
Appropria­
tions can­
cel led 
1977 (m.u.a . )  
Project  measures  
Measu re s  involv ing  
r e imbur semen t  
T o t a l  
0 - 6  
2 1 - 6  
2 5 - 6  186-2  
138-8  
+ 3 5 - 5  
- 3 5 - 5  
2 4 7 - 9  
124-9 
2 4 7 - 3  
100-7  23  - 5 ( ' )  
0 - 6  
0 - 7  
2 2 - 2  2 5 - 6  3 2 5 - 0 0  
— 
3 7 2 - 8  3 4 8 - 0 0  2 3 - 5  1-3  
1978 ( M E U A )  
Project  m e a s u r e s  
M e a s u r e s  invo lv ing  
r e imbur semen t  
T o t a l  
26-6(>) 
. 1 2 - 0 0  8 0 - 0 0  
3 9 3 - 5  
+ 1 1 7 0 0  
- 9 6 - 0 0  
2 0 9 - 0 0  
324-1  
114-5  
164-8  
9 4 - 5  
155-7 3 - 6  
2 6 - 6  12-00 4 7 3 - 5  + 2 1 - 0 0  533-1  2 7 9 - 3  2 5 0 - 2  ( 2 )  3 - 6  
1979 ( M E U A )  
Project  measu re s  
M e a s u r e s  involv ing  
r e imbur semen t  
T o t a l  
9 7 - 8  
139-7 
4 5 - 7  198-9  
3 2 6 - 5  
+ 4 - 9  
—101 9 
3 4 7 - 3  
3 6 4 - 3  
2 6 9 - 2  
2 3 6 - 8  
76 -00( 3 )  
106-4  
2 - 1  
2 1 - 1  
2 3 7 - 5 ( 2 )  4 5 - 7  5 2 5 - 4  — 97.00(4) 7 1 1 - 6  5 0 6 - 0  182-4  2 3 - 2  
( ' )  T h e  d i f f e r ence  is  d u e  t o  t h e  c h a n g e  f r o m  u .a .  t o  E U A .  
( 2 )  T h e  d i f f e r ence  resul t s  f r o m  t h e  non- inc lus ion  i n  1979 o f  t h e  app rop r i a t i ons  o f  t h e  f o r m e r  I t em 8303 (Survei l lance  o f  t h e  
f i sh ing  z o n e )  in  t h e  Ti t le  ' E A G G F  G u i d a n c e  Sec t ion '  ( — 1 6  M E U A )  a n d  f r o m  a d j u s t m e n t  o f  t h e  e x c h a n g e  ra tes  -1-3-3 
M E U A ) .  
( 3 )  A f t e r  exchange- ra te  a d j u s t m e n t .  
( 4 )  I n c l u d i n g  - 8 1 - 7  M E U A  f r o m  t h e  s u p p l e m e n t a r y  a n d  a m e n d i n g  b u d g e t  N o  3 f o r  1979 a n d  - 1 5 - 3  M E U A  resu l t ing  
f r o m  t ransfers .  
For aid to producer groups and associations thereof 
(Item 8200), the relevant regulation was published 
in June 1978. In 1977, however, an appropriation of 
0 -5  MEUA had already been entered in the budget 
and this was increased by a transfer of 4-614 
MEUA. A budget heading with a 'token entry' 
would have sufficed, for, even if the regulation had 
been adopted more quickly, n o  requests for reim­
bursement would have arrived before 1978. Carried 
forward to 1978, the appropriations were cancelled 
in their entirety and in 1979 all the appropriations of 
that year were transferred to  finance other expendi­
ture. 
5.8. For the directives concerning social and 
structural measures (Items 8100, 8110, 8120, 8130), 
there has been a consistent over-estimation of 
appropriations since 1973, as can be seen from the 
following comparison between appropriations 
entered in the budget and  appropriations used (in 
m.u.a. or MEUA): 
Year Appropriations provided Appropriations used 
1973 2 5 - 0  ' 
1974 1 5 - 0  — 
1975 6 6 - 5  1-7  
1976 91 - 0  4 7 - 1  
1977 9 8 - 3  7 7 - 0  
1978 155-3  6 5 - 4  
1979 185-4  141 - 0  
6 3 6 - 5  3 3 2 - 2  
More realistic estimates should have been possible, 
given that the decisions of the Commission on 
the conformity of the national implementing 
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regulations to these directives were staggered over 
several years and have still not all been adopted and 
that in 1976, 1977 and 1979, the Commission sub­
mitted proposals to amend the basic legislation which 
are still being examined and which are intended 
to  extend the application of the measures provided 
for by these directives. 
P A Y M E N T S  M A D E  I N  1979 
5.9. The utilization of payment appropriations in 
1979 is given in Table 3, which distinguishes 
between the payment appropriations for the finan­
cial year and the differentiated and non-differen-
tiated appropriations carried over. 
T'able 3 — Payments made in 1979 
A. Utilization of appropriations in the financial year 1979 
(MEUA) 
Appropriations 
available Payments ' % 
Appropriations 
to be carried 
over 
% 
I n d i v i d u a l  p ro jec t s  49-00 49-00 100-00 
G e n e r a l  socia l  a n d  s t ructura l  m e a s u r e s  134-7 76-00 56-4 58-7 43-6 
R e g i o n a l  m e a s u r e s  . 50-00 1 1 8  23-6 38-2 76-4 
M e a s u r e s  c o n n e c t e d  wi th  m a r k e t  o rgan iza­
t i o n s  70-5 3 -4  4 -8  67-1 95-2 
T o t a l  304-2 91 -2 30-00 ' 213-00 70-00 
B. Utilization of appropriations carried over — differentiated appropriations 
Appropriations 
carried over 
from 1978 
Payments % Appropriations cancelled % 
I n d i v i d u a l  p ro jec t s  63-00 26-5 42-00 36-5 58-00 
G e n e r a l  soc ia l  a n d  s t ructural  m e a s u r e s  65-1 65-00 99-8 0 -1  0 - 2  
M e a s u r e s  c o n n e c t e d  wi th  marke t  o rgan iza­
t i o n s  158-6 92-4  58-2 66-2 41-8 
Tota l  286-7 183-9 64-1 102-8 35-8 
— non-differentiated appropriations 
Appropriations 
carried over Payments % 
Appropriations 
to be carried 
over 
Appropriations 
cancelled 
Ind iv idua l  p ro jec t s  571-9 128-3 .22-4  435-4 8 - 2 ( i )  
( ' )  I n c l u d i n g  6 - 7  M E U A  represen t ing  a d j u s t m e n t s  t o  t h e  b a l a n c e s  o f  t h e  c o m m i t m e n t s  a c c o r d i n g  t o  va r ia t ions  in t h e  E U A  
ra tes .  
The total payments amounted to 403-4 MEUA in 
1979, as against 323-6 MEUA in 1978. Even after 
deducting the non-differentiated appropriations, the 
payment appropriations utilized amount to only 
30-1 % of the allocations for the financial year and 
6 4 %  of the payment appropriations carried over 
from 1978. 
5.10. The system of differentiated appropriations 
which has been applied to  Title 8 of the budget 
since 1977 and whose purpose was to  enable the 
budgetary estimates to reflect the real requirements 
of each financial year more faithfully, in respect of 
both commitment and  payment appropriations, 
does not therefore seem to  have led to the desired 
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results since a large part of the allocations continues 
to  remain unused. 
5.11. It should moreover he noted that in respect 
of many measures of the Guidance Section the com­
mitment operations in the ( ommunity accounts are 
effected at the same time u> the payment operations 
(measures related to market organizations, general 
social and structural measures). 
For the measures in question (cf. Table 4) there were 
differences between the amounts of commitment 
appropriations and payment appropriations both in 
the transfers made in 1978 and  1979 and in the 1979 
budget (initial budget and supplementary and 
amending budget N o  3). These differences concern 
the aid provided for under Directives 72/159, 7 2 /  
161, 75/268, Regulation N o  1163/76, Directive 7 7 /  
391 and are not justified since it involves operations 
in respect of which the same amount is committed 
and paid. 
Table 4 — Differences between commitment appropriations and payment appropriations 
for measures involving reimbursement, 1977-79 
(MEUA) 
Financial year 
Appropria­
t ions  
carried over  
Initial 
budget 
Transfers 
and a m e n d i n g  
budget 
Appropria­
t ions  
available 
Appropria­
t ions 
to  be carried 
over  
Appropria­
t ions  
cancelled 
1977 (m.u.a.) 
C o m m i t m e n t  in appropr ia t ions  19 138-8 - 35 -5  122-4 23 -5  0 - 2  
Payment  appropr ia t ions  19 (2) 138-8 - 35 -5  122-4 23-5(>) 0 - 2  
1 9 7 8  ( M E U A )  
C o m m i t m e n t  in appropr ia t ions  2 6 - 6  393-5  - 1 1 2  308-1 .139-7 3 - 6  
Payment  appropr ia t ions  26-6(>) 393-5  - 28 392-1 223-8  3 - 6  
1 9 7 9  ( M E U A )  
C o m m i t m e n t  in appropr ia t ions  139 7 326-5  - 1 0 1 - 9  364-3  106-4 21 -1 
Payment  appropr ia t ions  223-8  287-5  - 82 -2  429-1 125-8 , 6 6 - 4  
Remarks :  ( ' )  Fol lowing t he  appl icat ion o f  t he  E U A  o n  Janua ry  1978, t he  23 -5 m.u.a.  t o  b e  carried over  a t  t he  e n d  o f  1977 
correspond t o  t he  2 6 - 6  M E U A  carried over  t o  1978. 
(2) T h e  appropr ia t ions  fo r  t he  '75 statistics'  enquiry were no t  taken  into account  in 1977. 
5.12. The commitment entered into in respect of 
the general social and  structural measures should 
cover all of the requests for  reimbursement submit­
ted by each Member State and not confine itself, as 
was the practice of the Commission until the end of 
1979, to the part actually paid, in the form of an 
advance or balance. 
5.13. Until 1977, payment of aid from the Fund 
was made in the form of a reimbursement to indivi­
duals or Member States of part  of the expenditure 
which they had incurred themselves. The only 
exception was the system of flat-rate aid to Italy and 
Luxembourg, which involved the payment of ad­
vances. 
The social and structural measures only slightly 
altered the procedure by making provision for the 
payment of an advance of 75 % of the reimburse­
ment requested as long as this application for reim­
bursement was submitted in due  and proper form. 
To  cope with special circumstances, a system of 
advances was in fact introduced in 1976 by Regula­
tion N o  3108/76 o n  compensation for damage 
caused by the earthquake in Friuli. 
5.14. Since 1978, in order to speed u p  the opera­
tions financed by the Fund,  most of the new mea­
sures (Regulations Nos 1362/78, 1760/78, 269/79, 
270/79, Directives 627/78, 628/78, 173/79, 174/79, 
197/79, 359/79) include payment of advances. It 
should be  noted that these measures concern regions 
which have special structural problems and the sys­
tem of advances does not extend to  the aid appli­
cable to the Member States as a whole. 
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Although it has  no t  adop t ed  a general set of  rules t o  
govern the  administrat ive arrangements  f o r  the  
granting of  advances,  the  Commiss ion  has  adop ted  
a number  of  decisions o n  the  condi t ions  of  payment  
of  advances  in particular sectors (drainage in Ire­
land,  conversion of  vineyards in Languedoc-Rous-
sillon a n d  in the  Charentes) .  These decisions, which 
aim t o  reconcile the  objective of  speeding u p  t he  a id  
f rom the F u n d  with t he  need  t o  verify tha t  it is pro­
perly used,  essentially rely o n  a duty  t o  send t he  
Commiss ion each year  a report  o n  t he  utilization o f  
the  advances.  
T h e  increasing use of  advance  payments  should  b e  
accompanied  by a n  increase in the  number  o f  
on-the-spot audits  a n d  audi t s  o n  the  basis of  records 
by  the  Fund ' s  depar tments ,  b u t  there has  been  n o  
sign of this t o  date ,  despi te  the  considerable increase 
in expenditure.  
less-favoured areas. They  fo rmed  the subject of  a 
special report of the  Cour t  of  Auditors which 
(together with the  Commiss ion ' s  reply) is n o w  in 
press. 
T h e  principal comment s  arising f rom the  other  
audi ts  are detailed below a n d  concern the  selection 
of  projects fo r  subsidy,  the  implementat ion of  t he  
projects, improvements  in t he  citrus fruits  sector, a id  
t o  producers '  organizat ions a n d  premiums for  t he  
non-market ing of  milk a n d  milk products  a n d  fo r  
t he  conversion of  dairy herds  t o  mea t  product ion.  
t 
A U D I T S  C A R R I E D  O U T  BY T H E  C O U R T  O F  
A U D I T O R S  IN 1979 
5.15. The  audits  of  t he  Cour t  were concerned in 
particular with the  systems appl ied  by  the  C o m m u ­
nity institutions fo r  the  operat ion of  the  Fund .  
T h e  audi ts  in the  first p lace  covered the  inspections 
carried ou t  in the  M e m b e r  States b y  the  administra­
tive departments ,  which proved t o  b e  very limited in 
number :  17 visits were m a d e  in 1979 of  which seven 
related t o  individual projects a n d  ten t o  c o m m o n  
measures.  
5.16. T h e  Court  of  Auditors  took  part  in fou r  o f  
these inspections ( two involving individual  projects 
a n d  two others involving c o m m o n  measures).  
During the  year it a lso under took  15 independent  
audi ts  in the  Member  States (one  in Belgium, three 
in the  Federal Republ ic  of  Germany,  o n e  in France, 
o n e  in Ireland, four  in Italy, o n e  in Luxembourg 
a n d  fou r  in the  United Kingdom).  
Twelve of  the  independen t  audi ts  related t o  com­
m o n  measures a n d  three t o  individual  projects. O n e  
on-the-spot audit ,  concerned with t he  premiums for  
the  non-marketing of  milk a n d  milk products  a n d  
conversion of dairy herds  t o  mea t  product ion was  
performed jointly with the  Federal Ge rman  Cour t  of  
Auditors.  
Several independent  audi ts  deal t  with the  applica­
tion of Council  Directive N o  75 /268  of  28 April 
1975 o n  mounta in  a n d  hill farming a n d  farming in 
SELECTION O F  PROJECTS FOR S U B S I D Y  
5.17. From 1971 t o  1979 a id  in the  G u i d a n c e  
Section was  granted u n d e r  t he  provisions of  Regula­
tion (EEC)  N o  17/64 fo r  the  Financing of  individual  
projects fo r  the  purchase  o r  modernizat ion of  609 
fishing vessels, 271 of  them in the  Uni ted  Kingdom 
(77 in England a n d  Wales,  154 in Scotland a n d  40  
in Northern Ireland). A large number  of  these ves­
sels were in tended more  specifically fo r  herring fish­
ing. 
As par t  of  its measures t o  conserve fish stocks how­
ever, the  Communi ty  saw fit t o  a d o p t  various regu­
lations imposing quo tas  o n  t he  herring catch a n d  
even temporary b a n s  o n  herring fishing in certain 
areas.  
5.18. An  audi t  which,  in addi t ion t o  inspection of  
abou t  thirty files, included a visit t o  Scotland f r o m  
17 t o  27 September 1979, f o u n d  that the  imposit ion 
of  restrictions o n  catches h a d  left  the  subsidized ves­
sels with limited scope fo r  fishing. 
In order  t o  mitigate t he  effects  o f  this under­
employment  of equipment ,  some  owners,  a t  consi­
derable  cost, converted their  vessels fo r  other  types 
of  fishing, namely mackerel  o r  deep-sea fishing. 
According t o  the  'Scottish sea  fisheries statistical 
tables '  of  1978, Scottish product ion  of  mackerel,  in 
millions of  metric tonnes ,  ha s  developed over t he  
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last few years as follows.(herring production is given 
in brackets): 
1974: 9 (129) 
1975 : 17 (99) 
1976: 30 (73) 
1977 : 54 (38) 
1978 : 107 (14) 
1979 : 108 (2) 
5.19 Since 1978, in order to  avoid uncontrolled 
catches, quotas have also had to be  set for mackerel, 
which limits even further the possibilities for using 
the vessels built. 
Even though it concerns only a small part of the 
fishing fleet, the granting of subsidies for building 
such a large number of vessels when the need to 
safeguard fish stocks made it clear that quotas 
would be  applied reducing the catch is proof that 
granting of aid needs to  b e  better coordinated with 
the measures applied in the fisheries sector. 
It also shows the need for more specific and practi­
cal criteria in the selection of projects. ' 
5.20. Furthermore, because of the low Commu­
nity consumption of mackerel, part of the produc­
tion is exported to non-member countries (cf. Fish­
eries of Scotland report for 1978, page 9) (which 
gives rise to the payment of refunds) and part is the 
subject of withdrawal measures. These measures are 
chargeable to the Guarantee Section of the EAGGF, 
under Article 880 and Item 8810 respectively of the 
Community budget. 
From information supplied by the national authori­
ties, the amounts charged to the Community budget 
in 1978 and 1979 as refunds paid by the United 
Kingdom for the export of mackerel were 
£ 1 342 532 and  £ 1 694 792 respectively. 
IMPLEMENTATION O F  T H E  PROJECTS 
5.21. Inspection of the files and on-the-spot visits 
in connection with projects to construct oil mills 
and restructure the olive-oil industry in the prov­
inces of Catanzaro and Reggio Calabria (Italy) 
showed that there were difficulties in completing the 
programmes. 
Out of ten projects to construct oil mills, four had 
been cancelled, only two were operational and the 
four others had not been completed or had never 
operated. 
With two of the projects cancelled, successive invi­
tations to tender (two invitations to tender for each 
of the projects) sent to about fifty undertakings had 
not received any reply, and none of the firms con­
sulted had submitted a tender. For two other oil 
mills it had not been possible to find suitable sites, 
as each of the sites planned was subsequently 
reserved for another purpose. 
5.22. According to  the national authorities, this 
situation is due to the increase in costs caused by 
inflation and to difficulties which arose in the 
acceptance of the work. 
The main reason why certain of the completed 
installations are standing idle is that the cooperative 
organizations which were intended to manage them 
have not yet been set up,  which at the very least 
shows a lack of initiative and coordination on the 
part of the national bodies responsible. Responsibil­
ity also lies, it must be  added, with the Community 
authorities, who allowed this situation to develop. 
5.23. Following an earthquake in May 1976 
which affected the Friuli-Venezia Giulia region, 
emergency aid was approved by the Community 
and formed the subject of supplementary budget 
N o  1 of 1976 (OJ N o  L 205, 1976). A total appropri­
ation of 60 m.u.a. was accordingly entered in Chap­
ter 58 under the heading 'Community aid to the 
Friuli disaster area' and committed, 45 m.u.a. for 
agricultural structures projects and 15 m.u.a. for 
civil infrastructures. 
Audit of these projects had not been completed at 
the end of the year. Considerable delays were nev­
ertheless found, mainly due  to the approval proce­
dure which, on average, takes 19 months. 
5.24. Despite the 'adoption of special provisions 
both at national and Community level to speed u p  
implementation, by the end of 1979 only one of the 
19 agricultural structures projects financed had been 
completed, and payments by the Commission only 
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amounted to about 15% of the aid granted. The 
national authorities stated that some 50% of the 
work on these projects had been completed. 
For the civil infrastructures (11 projects in all) work 
is at a more advanced stage and payments 
amounted to 75 % of the aid. 
IMPROVEMENT O F  T H E  CITRUS FRUITS 
SECTOR 
5.25. On 9 December 1969 the Council adopted 
Regulation (EEC) N o  2511/69 laying down special 
measures for improving the production and market­
ing of Community citrus fruit, which in the case of 
Italy were to be included in a plan drawn u p  in 
agreement with the Commission and completed 
before 31 December 1976. 
The Italian plan, which was drawn u p  on the basis 
of this regulation, was submitted to the Commission 
in 1970. After an alternative version had been sub­
mitted in 1971, it was approved by the Commission 
in February 1973 and adopted by the Italian Parlia­
ment in June 1974. It made provision for the follow­
ing expenditure to be borne in equal shares by the 
Member State and the E A G G F  Guidance Section: 
— total reimbursement of the expenditure incurred 
in replanting an estimated area of 42 740 hec­
tares ; 
— additional aid could, under certain conditions, 
be  allocated for Five years to small farmers in 
order to compensate for the loss of income 
caused by the work of replanting; 
— total reimbursement of expenditure incurred in 
setting u p  or modernizing nurseries; 
— reimbursement, u p  to a maximum of 70 % of the 
cost of setting up, improving or enlarging pack­
aging or processing centres for citrus fruit. 
Other measures of a complementary nature were 
provided for, to be carried out by national or 
regional bodies, particularly in respect of site clear­
ing and development, irrigation and loans to pre-
Finance conversion work. 
5.26. Work only really started in 1975, i.e. more 
than five years after the adoption of Council Regu­
lation (EEC) No 2511/69, which has itself been 
amended twice, in the first instance to relax the con­
ditions for the grant of additional aid (Council 
Regulation (EEC) N o  340/77, OJ N o  L 48, 19 2. 
1977), and secondly to extend until 31 December 
1986 the period for implementing measures within 
the framework of the plan on which a start has been 
made before the end of M983 (Council Regulation 
(EEC) N o  2226/79, OJ N o  L 257, 12 10. 1979). 
Table 5 gives a comparison of the estimates and 
results in the citrus fruit sector at the end of 1978. 
The total of 27 614 million lire represents payments 
of 2 307 in 1*975, 3 595 in 1976, 10 268 in 1977 and 
11 444 in 1978. 
5.27. As indicated above, the plan provided for 
the replanting of 42 740 hectares (half of which 
would also benefit from the additional aid). At 
31 December 1978 the total number of requests: (a) 
submitted, (b) for which a commitment had been 
made and (c) paid was as follows: 
(a) requests submitted: 3 119, for a total of 6 392 
hectares namely 15 % of that estimated; 
(b) requests for which a commitment had been 
made:  1944, for a total of 3 394 hectares, 
namely 8 % of that estimated; 
(c) requests paid:  636, representing 1 120 hectares, 
namely 5 % of that estimated. 
5.28. The on-the-spot audits revealed certain con­
tinuing weaknesses in the working of the conversion 
measures. When questioned on this matter, the 
national authorities provided explanations which 
largely confirmed the Findings made during the vis­
its. 
The amount of the aids was not adjusted in time to 
adequately compensate for the effects of the mone­
tary depreciation. 
Furthermore, the loss of income over at least three 
years that is caused by replanting can only partially 
be  offset by additional aid (paid after completion of 
the work) and loans (complex application proce­
dure). The difficulties are felt particularly by small 
growers who have no  liquid assets, are sometimes in 
debt and in no  position to give u p  full production 
from their existing trees. 
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Table 5 — Citrus fruits plan: fulfilment of estimates at 31 December 1978 
Est imates  o f  total expendi ­
ture  ( ' )  
C o m m i t m e n t s  at 31 D e c e m b e r  
1978 
Payments  at 31 D e c e m b e r  1978 
( m i l l i o n s  o f  
l ire) 
( m i l l i o n s  o f  
u.a.) 
( m i l l i o n s  o f  
lire) (% o f  e s t imate )  
( m i l l i o n s  o f  
lire) (% o f  e s t imate )  
Replant ing 
— primary a id  
— addi t ional  a id  
Nurseries 
Packaging a n d  processing centres 
72 420 
60 360 
3 100 
44  750 
115 872 
96 576 
4 960 
71 600 
8 116 
4 357 . 
3 643 
57 007 
11-2 
7 - 2  
117 
127 
1 765-
917 
1 842 
23 090 
2 - 4  
1-5 
59 -4  
51-6  
180 630 289 008 73 123 4 0 - 5  27 614 15-3 
( ' )  50 % to  b e  bo rne  by  Italy a n d  50 % b y  t he  E A G G F  — G u i d a n c e  Section. 
Other constraints can arise from the social and cul­
tural environment and the ingrained habits of the 
older farmers. But even allowing for these factors, 
the aims of the plan could have been better 
observed if they had been based on more valid esti­
mates and if the amount  of aid had been correctly 
adjusted to changes in monetary value. 
5.29. The measures planned for the nurseries and 
for the packing and processing centres were more 
successful, since the commitments exceeded the 
estimates. 
This success must, however, be  seen in the light of 
the failure to convert the plantations of fruit trees. If 
replanting does not take place as envisaged, there is 
likely to be little use of the nurseries and the new 
plants which they produce, at least on the part of the 
small growers. 
As for the packing and  processing centres (which 
are primarily set u p  by cooperatives), although they 
represent a modernization of the installations, they 
will, at best, have to handle produce whose market­
ing potential has not been improved and confine 
themselves mainly to the production of fruit juices, 
and fruit extracts. 
5.30. Thus the findings made during the audit of 
the implementation of the conversion measures con­
firm the comments in Chapter 4 of this report on the 
inadequate 'observance of Community preference in 
the citrus fruits sector' and the need to adapt proJ  
duction to suit the taste of the European consumer. 
5.31. Article 4 of Council Regulation (EEC) 
N o  2511/69, as amended by Council Regulation 
(EEC) N o  349/77 lays down the conditions for the 
. granting of additional aid to small growers to offset 
part of the loss of income entailed by replanting (cf. 
the preamble to the regulation). 
It provides that, for small growers to benefit from 
the aid, the income derived from their holding must 
. not exceed the income derived from four hectares of 
production of the citrus fruit in question. 
The audit found that the actual income is calculated 
after the replanting work, which means that the 
income is always found to  be  less than that derived 
from four hectares. Moreover, the national depart­
ments make the granting of the aid dependent upon 
one further condition, derived from the national leg­
islation: the maximum number of working days for 
running the holding must not exceed 1 500 per 
annum, which covers a greater number of persons 
eligible than the Community provisions. 
A I D  T O  P R O D U C E R S '  O R G A N I Z A T I O N S  
5.32. In order to facilitate the formation and 
operation of producers' organizations in various 
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agricultural sectors, Communi ty  regulations have  
m a d e  provision fo r  t he  granting of  aid in the  initial 
stages t o  those organizations offer ing a sufficient  
guarantee of durat ion of  efficiency. 
T h e  first stage of work of  the  Cour t  in 1979 covered 
the  application in certain Member  States of Counci l  
Regulations (EEC)  N o  1035/72 o f  18 May  1972 
(fruit a n d  vegetable producers),  (EEC)  N o  1696/71 
of  26 July 1971 ( h o p  producers)  a n d  (EEC)  N o  100/ 
76 of  19 January  1976 (producers  in the  fisheries sec­
tor). 
These led t o  the  fol lowing f indings,  which relate t o  
the  value of the  documenta t ion  support ing t he  
expenditure  a n d  t o  the  validity of  payment  of  aid t o  
organizations which, a l though nominal ly set u p  
recently, in fact  merely cont inue  the  activities of  
associations existing beforehand.  
5.33. An  enquiry by  the  nat ional  administrat ion 
at the  request of  the  Commiss ion is at present 
under  way in France a n d  Italy on observance of  the  
condit ions of  Regulation 1035/72 by the fruit a n d  
vegetable producers '  organizations.  Requests f o r  
reimbursement have been held in abeyance by the  
E A G G F  since 1975 for  France a n d  since 1976 fo r  
Italy while awaiting the  result of  the  enquiry. 
T h e  Commission has  been asked fo r  the results of  
this enquiry. They concern both  the  Guidance  a n d  
Guaran tee  Sections of  the  E A G G F .  T h e  existence of  
this enquiry was o n e  of  the  reasons given by t he  
Commission for  the  condit ional  nature of  some  of  
its clearance decisions o n  the  taking into account  of 
withdrawal expendi ture  o n  fruits a n d  vegetables in 
1979 (cf. paragraph 4.51). 
5.34 Belgium's request fo r  reimbursement  of  a id  
paid  ou t  in 1975 to  a frui t  a n d  vegetable producers '  
organization was granted b y  the  Commiss ion  b y  a 
decision in December  1976. 
5.35. This resulted in a dispute  with the  Member  
State, d u e  partly t o  t he  ambiguity of  the  regulations, 
which allowed aid t o  b e  granted without regard t o  
the  costs actually incurred by  the  recipient. Accord­
ingly, in 1978, Regulation 1035/72 was amended  by 
Counci l  Regulation ( E E C )  N o  1154/78 in order  t o  
avoid such problems o f  interpretation in the  future .  
However,  the  aid pa id  remained  in the  possession of  
the  Member  State, which raises doub t s  as  t o  its com­
pliance with the  principle of  sound  financial m a n ­
agement .  Such expendi ture  could probably have  
been avoided if, before  payment ,  the Commiss ion 
had  had  more precise criteria fo r  assessing the  valid­
ity of requests for  aid.  
5.36. In the  fisheries sector, as  in the  other sec­
tors, the aid granted by  the  Member  States t o  the  
producers '  organizations is reimbursed u p  t o  5 0 %  
by the  E A G G F  Guidance  Section. It is paid  over 
three years following the. da te  o n  which the  body  is 
recognized a n d  is limited t o  a decreasing share o f  
the  operating costs incurred b y  the  body  in quest ion 
(60 % the first year, then 40  %, then 20 %). 
An on-the-spot audit  in September  1979 at a p rodu­
cers' organization in the  fisheries sector in Aberdeen 
(United Kingdom) f o u n d  that  the  expenditure  of  
this organization was  set nominal ly  a t  an  over­
all 33 • 3 % of  the  expendi ture  of  a parent  association 
of  fishing vessel owners.  
T h e  activities currently fall ing t o  the  producers '  
association in the  fisheries sector were already per­
formed to  a large extent  b y  the  parent  association of  
fishing vessel owners.  When  asked what  actually 
were the  new services provided t o  the  producers  by  
this newly-recognized organization,  the  nat ional  
authorities stated tha t  they essentially concerned 
duties  under  Regulation ( E E C )  N o  100/76 a n d  
related provisions (withdrawal prices, distribution 
by category, etc.). 
In 1977, the  Commiss ion  requested that  the  Member  
State recover the  aid.  It appeared  tha t  the  recipient 
organization had  been  set u p  by  the  merger of  two 
existing cooperatives' which h a d  already received 
financial  compensat ion fo r  their activities f rom the  
Member  State (Article 18 of  Regulation 1035/72) 
which showed that  they were in n o  way in their ini­
tial stages. 
PREMIUM FOR T H E  N O N - M A R K E T I N G  O F  
MILK A N D  MILK PRODUCTS A N D  
CONVERSION O F  D A I R Y  H E R D S  TO MEAT 
PRODUCTION 
5.37. A jo in t  audi t  was  carried ou t  with the  Fed­
eral German  Court  of  Auditors  in Lower Saxony in 
August 1979 o n  the  appl icat ion of  the  provisions of  
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Counci l  Regulation ( E E C )  N o  1078/77 of 17 M a y  
1977 (amended  b y  Counci l  Regulation ( E E C )  
N o  1041/78 of 22 M a y  1978). This  audi t  was per­
fo rmed  both  a t  the  na t ional  administrative depart­
ments  a n d  a t  the  holdings  receiving t he  aid a n d  cov­
ered the  administrative arrangements ,  the  processing 
of the  applicat ion b y  t h e  depar tments  concerned 
a n d  fulf i lment  by  t he  recipients of  the  obligations 
imposed u p o n  them b y  t he  C o m m u n i t y  regulations. „ 
\ 
In view of  the  f indings  t o  date ,  the  Cour t  wishes a t  
this juncture  t o  d raw at tent ion t o  the  fol lowing 
points .  
5.38. Ambiguities a n d  loopholes  in the  regula­
t ions are  the  pr ime reason fo r  t he  cont inuing diff i ­
culties in their appl icat ion,  some  three years a f te r  
the  measure was in t roduced.  Successive interpreta­
t ions  of the  Communi ty  legislation b y  the  Commis­
sion,  fo r  the  benefi t  of  t h e  nat ional  administrative 
depar tments  have no t  clarified the  situation t o  any  
real extent.  
(a) Milk producers can  therefore sell their cows 
with a high milk yield, in order  t o  replace them 
with animals  of  a lower quality, a n d  subse­
quently apply  fo r  a p remium.  
For the  purposes  o f  t he  measure,  the  animals  are  
in fact  only identif ied a t  the  t ime the .appl ica­
tion is submit ted,  the  regulation requiring n o  
more  than  the  presence of  the  required number  
of  animals  o n  t he  fa rm.  
(b) The Communi ty  regulations on the non-market­
ing of milk d o  no t  provide fo r  the  case of a per­
son who  transfers o r  releases all o r  part  of  this 
pasture land  before  submit t ing his applicat ion.  
Numerous  cases were f o u n d  which are clearly 
no t  likely t o  lead t o  milk product ion being lim­
ited, in tha t  the  l and  thus  released will again b e  
used fo r  dairy cattle rearing b y  other  farmers. 
T h e  Commission was  advised of this o n  several 
occasions by  the  M e m b e r  State b u t  merely stated in 
reply that  the  transfer  of  l and  prior t o  the  applica­
t ion d id  no t  affect  the  p remium.  
5.39. T h e  identity cards  provided fo r  in the  annex  
t o  Regulation 1391/78 of  23 J u n e  1978, which serve 
a s  proof that  the  an imal  ha s  been  slaughtered o r  
exported,  bear  either n o  s t amp  a t  all o r  s tamps  
which1 are no t  those  of  slaughterhouses;  they are 
signed by persons w h o  are  no t  authorized t o  d o  so  
a n d  are no t  properly completed .  
T h e  metallic markers fixed t o  t he  cows'  ears can eas­
ily b e  detached a n d  replaced b y  others ;  these mar­
kers can  b e  bought  o n  t he  open  market.  
Cases  of f raud  are n o t  unusua l  a n d  involve in parti­
cular falsified markers. 
T h e  administration of  the  Land in quest ion is taking 
appropria te  action via t he  Chambers  of Agriculture. 
T h e  latter are responsible,  inter a / / t f , for  the  formali­
ties connected with submission of  the  application 
(registration of l and  a n d  marking of animals)  a n d  
fo r  this receive fees f r o m  the  recipients of the  prem­
iums.  These f^es a m o u n t  t o  a deduct ion f rom the  
premiums granted a n d  are likely t o  reduce their 
impact .  And  the  fact  tha t  the  recipients of the  pre­
miums  pay the  cost of  checking their applicat ions 
does  no t  create a n  a tmosphere  conducive t o  t he  
s o u n d  management  of  the  measure.  
T h e  above considerat ions lead the  Cour t  t o  enter­
tain doubts  as t o  the  effectiveness of t he  controls 
appl ied in that  particular  Land t o  ensure tha t  the  
premium is justified.  
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CHAPTER 6 — FINANCIAL ACTIVITY O F  THE COMMUNITY 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
reference 
General review a n d  summary of the principal com-
ments a n d  conclusions of  the  chapter 6.1 to  6.4 
European Social Fund  6.5 t o  6.27 
Summary of the implementation of the budget 6.5 to  6.9 
Commitments  6.5 to  6.8 
Payments 6.9 
Comments  arising f rom a n  analysis of the imple­
mentation of the budget  6.10 to  6.14 
Comments  on management  6.15 to  6.27 
Comments  on the national systems of man­
agement 6.15 and  6.16 
Comments  on  the follow-up by the Commis­
sion of co-financed operations 6.17 to  6.26 
Weaknesses of the legislative framework 6.17 a n d  6.18 
Comments  on the on-the-spot audits car­
ried out  in 1979 6.19 to  6.23 
On-the-spot audits by the  European • 
Social Fund  6.19 t o  6.22 
On-the-spot audits by the Financial 
Controller 6.23 
Change in the approach to  on-the-spot 
audits of the European Social Fund  in 
1979 6.24 t o  6.26 
Regularity of payment  6.27 
Aid to  disaster victims in the  Communi ty  6.28 to  6.30 
Miscellaneous activities in the social sector 6.31 
G E N E R A L  REVIEW A N D  S U M M A R Y  O F  T H E  
PRINCIPAL C O M M E N T S  A N D  C O N C L U S I O N S  O F  
T H E  CHAPTER 
6.1 Table 1 below, which is given in differen­
tiated and  non-differentiated appropriations, sum­
marizes the financial activity of the Community  in 
the social sector, covered by budget Chapters 30 
(Miscellaneous expenditure in the social sector), 35 
(Protection of man  a n d  his environment), 50 t o  53 
(European Social Fund)  a n d  59 (Aid t o  disaster vic­
tims in the Community).  
6.2 The main features of the implementation of 
the budget have been firstly, the introduction of a 
system for  cancelling commitments  recognized as 
i 
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unusable, and secondly, an effort to speed u p  pay­
ments. The Court notes, however, that the results 
vary considerably from country to country, which in 
turn suggests a need for the Commission to keep the 
Member States well informed, firstly in order to 
demonstrate the advantage of having cancellations 
early enough to ensure that appropriations are 
reused in the best possible way, and secondly, to 
ensure fuller use of advances. 
6.3 The Court carried out on-the-spot visits in all 
the Member States, the main aim of which was to 
acquaint itself with the national procedures and sys­
tems of management of measures financed in part 
by the Community. As a preliminary conclusion, the 
Court would point out the need for the Commission 
to  formulate clear rules and  principles for applica­
tion within these national systems where projects are 
co-financed by the Community. It will thus be able 
to follow more easily the activities co-financed by 
the Community, with regard to their eligibility, effi­
ciency and cost. It should also be the aim of these 
directives to encourage the Member States to adopt 
proper methods for evaluating the measures, both 
prior to and after their implementation, and for 
auditing them. 
6.4. Although the objectives, methods and organi­
zation of its on-the-spot audits have not basically 
changed, at the end of the year the Commission set 
u p  a new system to improve their planning and 
implementation in the future. As it has only just 
been put into operation, its results will need to be  
kept under review. 
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6.7. With regard t o  t h e  t ransfers  o f  appropr ia t ions  
increasing t h e  app rop r i a t i ons  o f  t h e  chapter ,  a n  
a m o u n t  of  72 M E U A  a l loca ted  t o  C h a p t e r  53 w a s  t o  
cover  a n e w  measu re  t o  p r o m o t e  t h e  e m p l o y m e n t  o f  
y o u n g  peop le ,  which w a s  dec ided  b y  Counc i l  Regu­
lat ion ( E E C )  N o  3 0 3 9 / 7 8  o f  18 D e c e m b e r  1978 a n d  
en te red  in to  force  o n  1 J a n u a r y  1979. Ano the r  t rans­
f e r  o f  5 M E U A  w a s  t o  p rov ide  Article 512 with 
appropr i a t ions  ( C o n s e q u e n c e s  o f  industr ial  conver­
s ion) .  
6.8. C o l u m n  7, re la t ing  t o  cancel la t ions ,  is o f  
great  impor t ance  this  yea r  d u e  t o  t h e  set t ing-up o f  a 
m o r e  methodica l  system f o r  t h e  fo l lowing  th rough  
o f  commi tmen t s .  Th is  sys tem consis ts  in  cancel l ing,  
in agreement  with t h e  M e m b e r  State  conce rned ,  
b o t h  t h e  ba l ance  r e m a i n i n g  a f t e r  t h e  cost  o f  a m e a ­
sure  h a s  b e e n  p a i d  a n d  t h e  a m o u n t s  represent ing 
c o m m i t m e n t s  r evoked  b y  t h e  benef ic iary  State  
d u r i n g  t h e  year.  
T a b l e  2 shows  t h e  c o n s e q u e n c e s  o f  t h e  cance l la t ions  
m a d e  in  1979. 
' > 
Table 2 —- Cancellations during the financial year 1979 
Country 
Of commitments for 
1979: appropriations 
made available 
Of commitments for 
1978: appropriations 
made available 
Of commitments from 
previous financial years: 
appropriations lost 
France _ 99 247 80 447 053 12 
Belgium 74 309-30 2 407 739 79 . 525 558 76 
Netherlands — 182 236 33 76 006 29 
FR of Germany 187 415-93 4 283 328 88 — 
Italy 1 693 270 -49 7 960 093 13 5 791 004 90 
United Kingdom 3 489 360 -45 11 407 911 37 1 907 177 31 • 
Ireland 623 412-74 10 762 984 31 • 690 543 09 
Denmark — 1 261 661 70 — 
Luxembourg 
i, 
— 
— 
Total 6 067 768-91 38 365 203 31 9 437 343 •47 
EUROPEAN SOCIAL F U N D  
(Chap te r s  50, 51, 52 a n d  53) 
Summary of  the implementation of  the budget 
\ 
C o m m i t m e n t s  
6.5. T a b l e  5 a t  t h e  e n d  o f  th is  chap t e r  gives a 
de ta i led  p ic ture  o f  t h e  c o m m i t m e n t  app ropr i a t ions  
a n d  their  ut i l ization f o r  t h e  financial yea r  1979. 
6.<6. T h e  approva l  dec i s ions  o f  t h e  C o m m i s s i o n  
— t h e  bas is  o f  c o m m i t m e n t s  — were  t a k e n  in th ree  
series, t h e  first o n  15 J u n e ,  no t i f i ca t ion  o f  which  w a s  
sen t  t o  t h e  M e m b e r  Sta tes  o n  9 Ju ly ,  f o r  a n  a m o u n t  
o f  154 07 M E U A ,  t h e  s e c o n d  a n d  b y  f a r  t h e  largest 
(631-64  M E U A )  o n  19. Oc tobe r ,  no t i f ica t ion  o f  
which  w a s  sent  o n  28 N o v e m b e r ,  a n d  t h e  th i rd  
(which w a s  primari ly f o r  measu re s  t o  h e l p  w o m e n ) ,  
f o r  a n  a m o u n t  o f  11-29 M E U A ,  o n  2 0  December ,  
not i f ica t ion  o f  which  w a s  sen t  o n  2 4  J a n u a r y  1980. 
T h e  Commiss ion  a c c e p t e d  797 M E U A  (*) which  w a s  
j u s t  over  half  o f  t h e  to ta l  r eques ted  b y  t h e  M e m b e r  
States  (1 316 M E U A ) .  
It  is t o  b e  n o t e d  tha t  t h e  m a j o r  pa r t  o f  t h e  cancel la­
t i o n s  o f  c o m m i t m e n t s  f r o m  prev ious  years,  i.e. s o m e  
6 0  %, conce rned  c o m m i t m e n t s  in  f a v o u r  o f  I taly a n d  
s o m e  2 0  %, c o m m i t m e n t s  in  f a v o u r  o f  the. U n i t e d  
K i n g d o m .  
P a y m e n t s  
6.9. T a b l e  7 shows  in  deta i l  t h e  ut i l izat ion o f  p a y ­
m e n t  appropr ia t ions .  A s  in t h e  case  o f  t h e  c o m m i t -
( ' )  EUA rate at the time of the decisions. 
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ment  appropriat ions,  the  transfers of  appropriat ions 
provided Article 512 a n d  Chap te r  53 with payment  
appropria t ions  of 2 - 5  M E U A a n d  25  M E U A  respec­
tively. 
There  was an  increase in payments  in respect o f  
both  the  1979 appropria t ions  a n d  the  total appro­
priat ions available. 
Payments m a d e  against  the  appropriat ions of  t he  
f inancial  year amoun ted  t o  5 6 %  in 1979 compared  
with 4 4 %  in 1978, while payments  against all of  t he  
appropria t ions  available amoun ted  t o  7 2 %  com­
pared with 49 % the  previous year. Despite  this 
increase, it was still necessary t o  carry over 233 
M E U A  of appropria t ions  t o  the  financial year  1980, 
which is equivalent in absolute  terms t o  a slight 
reduction.  
Comments arising from an analysis of the implemen­
tation of the budget 
6.10. T h e  transfer of  5 M E U A  to  Article 512 
(Consequences of  industrial conversion) does  no t  
appea r  t o  comply with the  principle of  sound  finan­
cial management .  It was  effected despite the  fact  
that  the  new activity covered by this Article was  
only at the  stage of a proposal  fo r  a Council  Regula­
t ion,  da ted  31 October  1978. T h e  transfer  was  
accepted by  the  budgetary authority t o  avoid cancel­
ling appropriat ions a t  the  close of  the  financial year,  
as  the  at tached explanatory memorandum shows. It  
was  thus  obvious f rom the  outset  that  d u e  t o  the  late 
da t e  o n  which this t ransfer  took  effect ,  i.e. 17 
December  1979, there would  have  t o  b e  a total  
carry-over a t  the  end  o f  t he  year. Normally,  the  allo­
cation should b e  for  t he  year  in which the  regulation 
takes effect.  
6.11. A n  analysis of  the  initial results of  the  sys­
tem of cancelling fo r  re-use commitments  which will 
no t  be used gives rise t o  the  following comments :  
— T h e  initial appropr ia t ions  were increased by jus t  
over 5 % — a no t  inconsiderable amoun t .  
— T h e  Commission 's  main objective t o  effect the  
re-use of the  appropriat ions thus  released a s  
soon a s  possible during the  year  of the  commit­
ment  a n d  the  fol lowing year, was  no t  fully real­
ized. T h e  Cour t  concludes  tha t  if these addi ­
tional resources are  t o  b e  ful ly effective, they 
should b e  available b y  t he  latest a t  the  t ime of  
the  decision o n  t he  last instalment  of  the  year, 
so  as t o  reduce b y  t he  s ame  token the  total 
appropriat ions t o  b e  carried over. Knowledge o f  
the  amoun t  of  cancellat ions at this point  would  
also enable  them t o  b e  taken into consideration 
when deciding u p o n  the  reduct ions t o  t he  
requests for  aid that  are  necessary t o  remain 
within the  appropr ia t ions  available. However,  
the  first cancellation decisions were no t  m a d e  
until the  second a p p r o v a l  decision,  i.e. 19 Octo­
ber. 
With the  introduction of  a deadl ine  fo r  the  sub­
mission of  requests fo r  payment  is should a lso  
have been possible t o  straighten ou t  the  situa­
tion in regard t o  commitments  remaining f r o m  
earlier financial years, so  as  t o  isolate the  t rue 
amoun t  outs tanding.  T h e  Commiss ion extended 
the  deadl ine fo r  submit t ing requests fo r  pay­
ment  relating t o  operat ions  normally closed a t  
31 December 1977. As  shown in Table  6, how­
ever, this operat ion is f a r  f rom being completed.  
It is further  t o  b e  no ted  that  these cancellations 
are concentrated in certain countries while oth­
ers d o  not  seem t o  m a k e  a n y  appreciable use of  
the  procedure,  in spite of  having substantial  sur­
pluses. In addi t ion,  comparison of the  cumula­
tive amounts  of  payments  a n d  cancellations 
with the  commitments  remaining f rom previous 
financial years shows that  the  large quanti ty  of  
unsettled financial operat ions  f rom before  1979 
remains a problem. In a n  effort  t o  see its way 
clear through these o ld  transactions^ the  C o m ­
mission set 31 December  1979 as  the  deadl ine  
fo r  the  submission of  requests fo r  payment  
relating t o  the  opera t ions  normally closed a t  31 
December  1978. 
6.12. The  progress m a d e  in respect of  payments  is 
mainly d u e  t o  t h e  Commiss ion ' s  efforts  dur ing  t he  
second half of  the  year  t o  persuade  t he  beneficiaries 
t o  submit  their requests. Hence  the  concentrat ion o f  
payments  a t  the  end  o f  t he  year  as  shown in Table  8. 
T h e  result of  these effor ts  illustrates h o w  essential it 
is t o  keep  the  beneficiaries informed,  especially 
when  new techniques are  int roduced by t he  C o m ­
munity.  
6.13. It is also no ted  tha t  f a r  greater use  was  
m a d e  of the  system o f  advances .  T h e  payments  
against  commitments  of  the  financial year  (Table 3), 
which were greater t h a n  those  o f  t he  previous finan­
cial year, were m a d e  u p  a lmost  entirely o f  advances .  
This  is mainly d u e  t o  t h e  fac t  tha t  the  commitment  
decisions were taken earlier in the  year  t h a n  in 1978. 
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Table 3 — Payments against commitments for the financial year by country 
(MEUA) 
Country  
C o m m i t m e n t s  for  
t h e  f inanc ia l  year  
by  country  (*) 
Payment s  m a d e  in 
1979 against  1979 
c o m m i t m e n t s  
P a y m e n t s  m a d e  in 
1979 against  1979 
c o m m i t m e n t s  (%) 
Payment s  m a d e  in 
1978 against  1978 
c o m m i t m e n t s  (° <>) 
France 136 286 4 905 3-60  
Belgium 17 737 0 292 1-65 
— 
Netherlands 19 586 7 286 37-20 
— 
F R  of Germany 58 086' 10 267 17-67 18-04 
Italy 270 913 17 109 6 31 • — 
United Kingdom 197 645 84 425 42-72 2-71 
Ireland 58 128 24 829 42-71 27-58 
Denmark 14 925 8 396 56-25 16-42 
Luxembourg 1 149 
— 
— ' — 
Total 774 455 157 509 20-34 4 -92  
( ' )  Taking into account  de-commitments a n d  the  value of the  E U A  at  31. 12. 1979. 
It may be  concluded from Table 4 below, which 
shows the extent to  which use was made of the var­
ious types of payment under the present systems, 
that the system of advances is now well off the 
ground. 
6.14. Despite the progress generally made in re­
spect of payments, the position is not so favourable 
for all of the sectors, countries and methods of pay­
ment. ( 
In Table 7 it can be  seen that all of the appropria­
tions under Articles 500 and  505 had to be  carried 
over and that some of the carry-overs even had to  b e  
cancelled. The same applies to  Article 512 where the 
situation may b e  explained by reference to the spe­
cial reasons given for the transfer of appropriations, 
which have been discussed above. As regards Chap­
ter 53, although commitments amounted to 98 % of 
the appropriations, only 1 - 9 %  of these were paid, 
necessitating the almost total carry-over of the 
appropriations available. As for the position in the 
Member States, it can b e  seen in Table 3 that 'while 
the situation as regards payments against commit­
ments for the financial year improved in some coun­
tries, in that the use of the system of advances and  
implementation of the operations were more 
prompt, certain countries among the largest benefi­
ciaries only achieved a nominal percentage of pay­
ments in relation to the amounts committed. 
Table 4 shows that the final settlement of sums 
requested as accelerated advance payments is not  
such as to vitiate the conclusions drawn in the 
report of the Court of Auditors for the financial year 
1978 (J). 
It should also be  noted that the payments relating to  
the pilot schemes referred to  under Chapter 52 still 
come under the rules governing payments o n  
account and final payments;  only 10% were settled 
as final payments. 
(«) OJ  N o  C 326, 31. 12.1979, p .  56 (4.9). 
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Table 4 — Breakdown in percentage of payments by type and by country 
Country  A d v a n c e  ( ' )  
Payment  o n  
account  
( 2 )  
Acce lerated  
p a y m e n t  o n  
account  
( 3 )  
Addi t iona l  
p a y m e n t  
(<) 
Final  pay­
m e n t  
( 5 )  
Tota l  Total  a id  in M E U A  
France 17-63 33-80 1-61 1 -98 44-98 100 93-52 
Belgium 12-40 5-63 0-61 9-74 71-62 100 7-47 
Netherlands 98-58 0-34 — — 1 -08 100 11-06 
FR of Germany 57-68 1-45 — 3-45 37-42 100 61-34 
Italy 76-72 10-96 — 1-78 10-54 100 156-05 
United Kingdom 73-16 1-02 3-70 13-09 9-03 100 201-81 
Ireland 81-40 9-72 0-24 0-53 8-11 100 38-66 
Denmark 59-14 0-06 — 28-22 12-58 100 24-44 
Luxembourg 25-43 23-24 
— 
19-84 31-49 100 0-25 
t 
Community average 63-41 9-41 1 -53 6-90 18-75 100 594-60 
( ' )  Advance: Valid for the operations beginning after 1. 1. 1978. Fifst advance of 30% at the start of the operation and se­
cond advance of 30 % half-way through. Certification of the factual and accounting accurancy of the data by the Member 
State. 
(2) Payment of account: Operations completed before 1.1. 1978. Payment on account of 85 % of the amounts specified in 
the request on submission of a detailed statement of expenditure. 
(3) Accelerated payment on account: Transitional scheme for the operations completed before 1.1. 1978, in force from 1.1. 
1978. Payment on account up  to 85 % of the amounts specified in the request. Certification of the factual and accounting 
' accuracy of.the data by the Member State. The requests must be submitted before 1.1. 1978 for operations prior to 1977 
and before 1.1. 1979 for the 1977 operations. 
(4) Additional payment: Scheme in force from 1.1. 1978. Balance of an instalment in the case of multiannual programmes. 
Upon submission of a statement of expenditure and a report. Certification of the factual and accounting accuracy of the 
data by the Member State. 
(5) Final payment: 
— Scheme prior to 1978: upon submission of a statement of expenditure and supporting documents. 
- — Scheme in force from 1.1. 1978: upon submission of a statement of expenditure and of a report. Certification of the 
factual and accounting accuracy of the data by the Member State. 
Comments on management 
C o m m e n t s  o n  t h e  n a t i o n a l  s y s t e m s  
o f  m a n a g e m e n t  
6.15. Any serious audit undertaken by  the Court 
o f  Auditors within the administration o f  the institu­
t ions and in the Member States will have as its a ims:  
— to  ascertain whether the Community  manage­
ment systems a n d  procedures exist in  practice 
and  are correctly appl ied;  
— to  detect the strengths and weaknesses o f  these 
systems and procedures in terms o f  regularity, 
legality and sound financial management;  
— to assess the effect  o f  these weaknesses;  
— to  make it possible t o  confirm rather than 
assume the existence o f  positive features. 
Nevertheless, because o f  the sharing o f  responsibili­
ties by the Community  and the Member States a n d  
the essentially national character o f  the co-f inanced 
policy — especially with regard to  the overall plan 
and the structure o f  the individual measures, the 
Court needs first t o  study both the national and the 
Community  procedures and management systems in 
respect o f  the European Social Fund, and to  analyse 
the relationship between the two.  
6.16. The Court set u p  an initial programme o f  
on-the-spot visits in respect o f  o n e  type o f  measure 
(that in favour o f  young  people)  in order to  find out  
what were the national management systems for the 
operations financed by  the European Social Fund in 
each o f  the Member States. 
At the same time it investigated the possibilities o f  
gathering information o n  the extent to  which the 
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co-financed projects had been completed, and on 
the nature, scope and  significance of the Commu­
nity intervention. This work obviously requires fur­
ther contacts with the national representatives, but 
some preliminary remarks may be  made at this 
stage: 
— it is often difficult to  assess the social needs or 
judge the social policy of the individual Mem­
ber States, which are generally very complex. As 
far as the European Social Fund is concerned, it 
is even difficult to  distinguish at this level the 
significance of Community intervention (which 
can, for example in the case of aid to  young 
people, represent between 1 % and 50% of its 
total activity per Member State). It should also 
be  noted that the Member States d o  not engage 
in any special assessment of the measures 
co-financed by the Fund. The Commission 
ought to ascertain whether a machinery of 
assessment exists in the Member States and if 
not, examine the possibility of some other mode 
of assessment; 
— the methods of identifying national expendi­
ture that qualifies'for participation of the Euro­
pean Social Fund vary greatly, both between 
and within Member States, and are not without 
gaps; it would be  desirable if relatively uniform 
administrative practices were adopted in this 
respect; 
— measures eligible for aid from the European 
Social Fund are only a part of the overall activ­
ity of a Member State in this field. The state­
ment of expenditure submitted is calculated on 
the basis of the real cost of the measures recog­
nized as eligible, hence the necessity, for check­
ing its accuracy, to understand the national sys­
tems (responsibility for the supervision of which 
is in the hands of the national authorities) and 
to be  able to isolate without difficulty from the 
accounts of the beneficiary organizations the 
cost factors which are indispensable for calcula­
tion of the Community share of funding. For 
the purposes of the different stages of audit 
(which share the same requirements) the benefi­
ciaries should be requested by the Commission 
to retain the record of the figures that they had 
to compile on drawing u p  the statement 
attached to the claim for  payment. This would 
also have the effect of making the work of the 
departments concerned easier if certain of the 
cases later come u p  for discussion; 
— the national systems of internal and external 
audit d o  not provide all the material that the 
Commission needs to  express an opinion on the 
effectiveness of the Community policies and 
have little interest in an audit limited to that 
part of the expenditure which qualifies for aid 
from the European Social Fund. The Commis­
sion's audit should take more account of these 
characteristics in working out its audit objec­
tives and methods and in applying those audit­
ing methods; 
the budgetary limitations can be  seen not only 
in the application of a weighted reduction but 
also in the annual revision of the 'guidelines for 
the management of the European Social Fund' ,  
with the result that changes' ih the criteria for 
allocation d o  not altogether reflect a program­
matic view of the needs to be  met. 
Comments on the follow-up by the Commission of 
co-financed operations 
W e a k n e s s e s  
f r a m e w o r k  
i n  t h e  l e g i s l a t i v e  
6.17. The Council expressly instructed the Com­
mission to 'ensure the control of the use of the funds  
granted . . .  in close cooperation with the competent 
authorities of the Member States'. (Council Regula­
tion (EEC) N o  2396/71 of 8 November. 1971, Arti­
cle 1 1) ( 0 .  
Council Regulation (EEC) N o  858/72 of 24 April 
1972 (2) gave more explicit instructions: ' , . .  the 
Member States shall make available to the Commis­
sion all information necessary for the proper func­
tioning of the Fund and  shall take all measures to 
facilitate such checks as the Commission may think 
fit to make within the framework of the administra­
tion of the Fund . . . ' .  The staff authorized by the 
Commission to carry out the on-the-spot audits have 
access to the books and  any other documents con­
nected with expenditure financed by the Fund. They 
may in particular check: 
(a) that the administrative practices conform to  
Community rules; 
(b) that the necessary supporting documents exist 
and tally with the operations financed by the 
Fund;  
(c) the manner in which the operations financed by 
the Fund are carried out and supervised. 
(•)  OJ N o  L 249,  10. 11. 1971. 
( 2 )  OJ N o  L 1 0 1 , 2 8 . 4 .  1972. 
/ 
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It should be  noted that  in allowing the Commission 
the  freedom to  decide whether it is necessary to  per­
form such audits, the  Council  is not  relieving the  
Commission of its duty  t o  undertake a systematic 
audit ,  albeit that the  extent of  the  audit  is no t  
exhaustively determined. 
6.18. Moreover, the amendment  of Regulation 
N o  858/72 by Regulation N o  2894/77 (*) reduced 
the scope of the  audit  within the departments of  the  
supporting documents  t o  claims for  additional pay­
ments or t h e  payment  of  the  balance of an  aid f rom 
the European Social Fund .  
Under  the former scheme — applicable t o  the oper­
ations completed before  1 January 1978 — the bal­
ance was paid on  receipt of  a general statement of  
expenditure drawn u p  at the  close of  the operation, 
accompanied by support ing documents .  
Under  the amended Regulation, the claim for  pay­
ment  must be  accompanied by a report o n  the com­
pletion of the  instalment concerned, or of the whole 
operation, and ,  if the  assistance is granted on  the  
basis of actual costs, a general statement of expendi­
ture is attached t o  this report. The Member State is 
relieved of the obligation t o  submit  supporting 
documents,  and  instead certifies the  factual a n d  
accounting accuracy of the  particulars given in the  
claim for  payment.  
Although the amendment  requires the  parity claim­
ing payment t o  furnish certain particulars as t o  the  
completion o f  the operations, it has  resulted in res­
ponsibility being shif ted t o  the Member  States t o  
verify the factual a n d  accounting accuracy of  the  
expenditure subject t o  t h e  intervention o n  the  Fund .  
This amendment  t o  the  Regulation, which also 
tends t o  accelerate payments,  does  harbour certain 
risks. It is essential for  the  Commission to  see that  
the responsibilities entrusted t o  certain bodies in the  
Member States with regard t o  the  submission of  
claims for  payment arfe fully exercised a n d  that cer­
tification is not a mere formality. Moreover, now 
that the  Member States a re  relieved of  t h e  obligation 
t o  submit supporting documents  with their claims 
for the  payment of  balances,  the examination of 
claims will become less effective unless accompa­
nied by frequent on-the-spot checks. 
Comments on the on-the-spot audits carried out in 
1979 
O n - t h e - s p o t  a u d i t s  
p e a n  S o c i a l  F u n d  
b y  t h e  E u r o  
6.19. The on-the-spot audits  were the  responsibil­
ity of the  bodies who  intervene as soon as the  deci­
sion t o  grant aid has been t aken ;  their planning (the. 
choice of the beneficiaries t o  b e  audited,  the  prepar­
ation of  these audits  as  regards establishing the  
objectives of the audit  a n d  the  methods a n d  tech­
niques to  be  applied a n d  the  t iming of the missions) 
was not  coordinated either within the  administration 
of  the European Social Fund  or with the  Financial 
Controller. 
The on-the-spot audits  concerned only Ireland, Italy 
a n d  the United Kingdom. 
These audits were p lanned about  o n e  month  before  
the visit took place a n d  the Court  was generally 
informed of them in advance.  
6.20. From a n  analysis of  the  audi t  reports, the  
following conclusions may  b e  drawn as t o  their aims 
a n d  methods:  
6.21. The on-the-spot audits in Italy (16 visits (2) 
totalling 86 days, 66 payments  examined) concerned 
the  payment of balances of  projects f rom 1972 t o  
1977, a n d  made  possible the clearance of a large 
number  of balances outstanding.  The method used 
was, however, questionable. Firstly, the  audits d id  
not  directly cover systems a n d  procedures;  their sole 
aim was t o  examine the  eligibility of the sums 
requested and  they were therefore of  a purely fac­
tual nature. 
Secondly, extrapolation was used throughout:  ran­
d o m  checks were m a d e  on  the  items of expenditure 
a n d  the  percentage o f  errors f o u n d  was applied t o  
the  total of corresponding expenditure.  
Thirdly, in respect of  operations carried ou t  by 
public bodies, the auditor 's  systematic application 
of  a n  Italian collective agreement which fixed the  
maximum proportion of administrative staff 
expenditure a t  40 % of  that  of  teaching staff is dis­
criminatory, since such a rule does  no t  apply t o  
comparable expenditure submitted by the other 
Member States. 
( ]) OJ No L 337, 27. 12. 1977. visit. 
(2) A member of the staff of the Court participated in one 
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6.22. The on-the-spot audits in the United King­
dom and in Ireland (seven visits lasting eight days, 
11 payments examined) had essentially a double 
purpose. 
The first was to acquire knowledge, which was to  b e  
regularly supplemented and  up-dated, of the benefi­
ciary organizations and  of the operation of certain 
systems typical to them:  legal systems, decision­
making processes, methods of financing, accounting 
and  allocating costs, systems of internal and exter­
nal financial control. Special attention was given to  
the systems used for  allocating the different types of 
expenditure to the programmes and for determining 
what part of expenditure is eligible for aid from the 
European Social Fund. Not  only the large benefici­
ary organizations but also the smaller ones (mainly 
those of a semi-public and  private nature) were con­
sidered. 
The second was to verify the documents supporting 
the claims for payment. Several of the amounts 
claimed could be  rectified as a result. 
These objectives were pursued both by means of 
interviews and by sampling and cross-checking pro­
cedures. This system of on-the-spot audits has cer­
tain merits, but needs to  be  expanded to  make it 
even more effective. 
The report on the visit to  the 'Centre d'Etudes et d e  
Formation des Assistants Techniques en Gestion 
Industrielle' (Study and Training Centre for Techni­
cal Assistants in Industrial Management, Paris) 
shows implicitly how cursory the examination of 
this case by the Commission was. 
It should also be pointed out that the Court has, in 
general, not been informed of these visits before­
hand.  
C h a n g e  i n  t h e  a p p r o a c h  t o  t h e  
o n - t h e - s p o t  a u d i t s  o f  t h e  E u r o p e a n  
S o c i a l  F u n d  i n  1 9 7 9  
6.24. The change in approach is the result of a 
real effort by the European Social Fund to  speed u p  
the payment process and  by the same token to mod­
ify the basic method- of on-the-spot audits. This 
effort has taken the form of setting u p  a high-level 
administrative unit responsible for actions to speed 
u p  payments (for example 'organization visits' in 
the Member States to  make the latter aware of the 
European Social Fund and  its requirements for 
information in processing claims for payments) and  
for certain aspects of on-the-spot audits and rela­
tions with the Financial Controller whose approach 
was also altered in 1979. 
O n - t h e - s p o t  a u d i t s  b y  t h e  F i n a n ­
c i a l  C o n t r o l l e r  
6.23. An analysis of the reports on four on-the-
spot audits (one in France, one in Italy, one in . the 
United Kingdom and  one in Ireland), leads to the 
following conclusions. 
The on-the-spot audits are decided independently of 
the system for following u p  the projects of the Euro­
pean Social Fund. The choice of beneficiaries and 
of audit subjects was not made on the basis of an  
overall plan or approach but rather in response to 
specific problems. 
Attention was mainly directed towards the system of 
allocating expenditure to  the projects, that of identi­
fying persons entitled to aid from the European 
Social Fund (for example young people in search of 
a first job), and the systems of financing, in particu­
lar that of participation by public authorities in the 
Member States. 
6.25. This unit is responsible for the overall plan­
ning and coordination of the on-the-spot audit pro­
grammes. With the help of the operational divisions 
it determines the topics, aims and audit methods, 
and also the timing of the visits, for the coming year. 
The 1980 programme of on-the-spot audits, which is 
part of a longer-term strategy (visits to the most 
important beneficiaries every two to  three years) was 
prepared in this way in 1979. The coordination o'f 
the on-the-spot audits of the European Social Fund 
is directly linked to the broader work of coordina­
tion in the hands of the Financial Controller. 
The unit also has the task of formulating a new 
approach to on-the-spot audit. The main lines of 
, this approach were adopted in the second half of 
1979 and form the basis for the on-the-spot audit 
programme planned for  1980. They comprise exami­
nation of the systems of financing and management 
of (mainly) the largest beneficiaries, the classic audit 
on files, but more biased towards the accounts 
aspect and the gathering of supplementary informa­
tion, and the extension of the on-the-spot audit to  
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cover the effectiveness of  the  projects a n d  of  the  
national systems of reviewing a n d  evaluating them. 
tively. If unusual delays should prove necessary 
at any stage of processing, they should at least 
be  explained in the file. 
Finally, the unit  directs the  training of auditors for  
the European Social F u n d ;  it participates in a n  
interdepartmental working group (Tra in ing  of audi­
tors1) in analysing the  training requirements of audi­
tors a n d  preparing special training programmes. 
6.26. The efforts t o  restructure the methods of  
on-the-spot audit  will need t o  b e  followed by the  
Court  as they develop a n d  are applied in practice, 
given that  one  of the ma jo r  problems in the area of 
social policy is to  clear the  old files a n d  organize a n  
effective internal audi t  in place of the o n e  that  has  
operated so unsatisfactorily t o  date.  
A I D  TO DISASTER VICTIMS I N  T H E  
C O M M U N I T Y  
(Chapter  59) 
6.28. As in 1978, a n  appropriation of 5 M E U A  
was allocated in the budget  for  aid t o  disaster vic­
tims. 
In 1979 the  Commission took  the  following deci­
sions in this respect: 
Regularity of payment 
6.27. In  order t o  assess the  regularity of pay­
ments,  the Court  carried out  a check o n  175 pay­
ment  orders (there were over 2 000 in 1979). Within 
the  departments the files of approximately twenty 
cases which showed inexplicable delays were con­
sulted, giving rise t o  the  following comments:  
there are still some delays in the payment  of 
advances, although the  point  of this system was 
t o  eliminate such delays;  the files, however, d o  
not  reveal any sign of  difficulties. The  worst two  
cases may be  mentioned in this connection;  o n e  
where over a month  elapsed between the claim 
for  payment a n d  its authorization, the other, 
where the same stage took three months ;  
if the delays in payments  on  account  a n d  bal­
ances are most of ten  d u e  t o  complications aris­
ing on  the processing of applications, there also 
appear  to  be  periods of total inactivity between 
submission of the  application a n d  payment.  
Thus  in one  case, two  years elapsed between the  
application for  payment  a n d  authorization, a n d  
four  months between authorization a n d  the  
approval of the Financial Controller — without 
apparent  justification. In another case these per­
iods were one  year a n d  four  months  respec-
4 September 1979: 
France 
Martinique 
a n d  Guadeloupe  ( tornado) 
3 October 1979: 
Italy 
Umbria (earthquake) 
24 October 1979: 
Italy 
Lazio — 
Marche — 
provincia di  Rieti 
provincia di Macer-
ata e Ascoli Piceno 
(earthquake) 
5 December 1979: 
United Kingdom 
Orkney, Shetland a n d  the West­
ern Isles (exceptionally b a d  
weather during the winter 1978-
1979) 
1 M E U A  
1 M E U A  
i 
0 - 2  M E U A  
0-1 M E U A  
0 - 5  M E U A  
2 - 8  M E U A  
2 - 8  M E U A  were thus committed a n d  paid during 
the  financial year 1979. The  Member  States were 
notified of these decisions o n  6 September, 3 Octo­
ber, 24 October a n d  7 December respectively. 
6.29. As the Court  noted in its previous report, 
communications t o  the  Member  States concerned 
are of great importance since the Commission may 
a t  the  same time give directives for  ensuring the  
maximum results f rom the  Communi ty  aid. 
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Little of importance however was added to the com­
munications this year. On  the other hand, contact 
was made on the spot by the Commission as soon as 
Community intervention had been decided in prin-
ciple. 
6.30. In October 1979 an audit visit was made by 
the Commission in connection with an ,aid of 
500 000 EUA to the victims of damage caused by 
the oil slick on the coasts of Brittany following the 
shipwreck of the Amoco Cadiz in the night of 16/ 
17 March 1978. 
The audit report contained an analysis of the princi­
pal delays shown in the file: 
— the decision of 22 March did not give rise to the 
transmission of funds  until 24 April because 
information was not directly communicated; 
— the Commission had to  send several reminders 
to obtain a report which finally arrived on 
27 June 1979 in the form of a brief note. The 
result of these delays was that the aim of provid­
ing aid of an essentially emergency nature was 
not achieved. They also had a serious effect on 
publicity and on the impact of the aid on the 
disaster victims. 
In the light of the above, the Court can only point 
out, as it did in its report on the financial year 1978, 
the need to  have an emergency set-up which will 
enable the aid to be  channelled rapidly to  its poten­
tial recipients. 
MISCELLANEOUS ACTIVITIES I N  T H E  SOCIAL 
SECTOR 
(Chapters 30 and 35) 
6.31. The details of the implementation of the 
part of the budget relating to Chapters 30 and 35 are 
given in Tables 9 (Differentiated approprfations) 
and  10 (Non-differentiated approprations). 
With regard to the differentiated appropriations, the 
commitment appropriations provided for in the 
budget were increased by just over 10% in relation 
to the financial year 1978. As far as Article 306 is 
concerned (Pilot research projects on action to com­
bat poverty) an amount of almost 5 MEUA was car­
ried over from the previous year, which brings the 
total to be  committed to  over 10 MEUA, of which 
88 % was committed. 87 % of the appropriations 
available for payment were paid in respect of Arti­
cle 306 and only 54 % for Article 303, where almost 
all the appropriations had  been carried over in 1978. 
The other articles of Chapter 30, which are managed 
according to the system of non-differentiated appro­
priations, are given in Table 10. 
An amount of 650 000 EUA transferred from Chap­
ter 100 to Article 302 (New programme to promote 
exchanges of young workers) was added to the ini­
tial appropriations, which amounted to 6 170 000 
EUA. Almost all the appropriations were commit­
ted, but only 62 • 7 % of these commitments were 
paid, compared to 8 0 %  in 1978. The appropriations 
to  be  carried over at the end of this financial year 
were distinctly higher than at the end of the pre­
vious year. 85 % of the appropriations carried over 
from 1978 were paid during the financial year. 
i 
The appropriations of Chapter 35, which amount to 
7 792 000 EUA, were also almost entirely commit­
ted. Of these commitments, only 45 % were paid, 
compared with nearly 5 0 %  in 1978, whereas pay­
ments amounted to  95 -7 % of the total appropria­
tions carried over. N o  payment was made under 
Article 356 (Organization and  'humanizing' of work) 
against the commitments of the financial year and  
only 72 % of the appropriations carried over resulted 
in payments. 
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CHAPTER 7 — THE EUROPEAN REGIONAL DEVELOPMENT 
FUND 
SUMMARY OF CONTENTS Paragraph 
reference 
Summary of principal comments 7.0 
Introduction 7.1 
Commitment appropriations available in 1979 and  
their utilization 7.2 and 7.3 
Distribution of commitments by type and amount of 
investment 7.4 and 7.5 
Payment appropriations available in 1979 and their 
utilization 7.6 to 7.10 
Commitments outstanding at the close of 1979 7.11 to 7.13 
Audits by the Court of Auditors in 1979 7.14 to 7.16 
Selection of investments for assistance 7.17 to 7.21 
Determination of the qualifying amount of invest­
ments 7.22 to 7.26 
Payment of the aid 7.27 to 7.29 
The estimated and actual results of the projects 7.30 to 7.37 
Impact on regional development 7.38 to 7.42 
Summary of principal comments 
7.0. The principal comments of this chapter con­
cern: 
Paragraph 
reference 
(a) Utilization of appropriations and charging of 
. payments against appropriations not allocated 7.2 to 7.13 
(b) Need to define the criteria for examining and  
selecting investments for assistance 7.17 to 7.21 
(c) Need for improvements in determining the quali­
fying amount of investments 7.22 to 7.26 
(d) Problems relating to  payment of the aid 7.27 to 7.29 
(e) Failure to respect the estimates in the implemen­
tation or use of projects 7.30 to 7.37 
(f) Difficulties in assessing the impact of the aid 7.38 to ,  7.42 
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I N T R O D U C T I O N  
7.1. 1979 is the first financial year to elapse since 
the adoption of Council Regulation (EEC) N o  214/  
79 of 6 February 1979, which amended Council 
Regulation (EEC) N o  724/75 of 18 March 1975 
establishing the European Regional Development 
Fund (the 'Fund Regulation'). It is thus the first year 
in which the Fund has been managed under the new 
provisions. 
The appropriations entered in the initial budget of 
the financial year, adopted on 15 December 1978, 
were amended by supplementary and amending 
budget N o  1 of 25 April 1979. 
C O M M I T M E N T  APPROPRIATIONS AVAILABLE 
I N  1979 A N D  THEIR UTILIZATION 
(2) Specific Community regional development 
measures amounting to  5 % of the Fund's 
resources and usually referred to  as 'non-quota 
measures', since these resources are not subject 
to distribution by quota among the Member 
States. 
The commitment appropriations available in 
1979 for these measures amounted to :  
— appropriations in Chapter 56 of the 1979 
budget — 45 MEUA. 
The total commitment appropriations available for 
the E R D F  in 1979 therefore amounted to 1 010-33 
MEUA, of which 962 105 136-15 EUA, i.e. 95-25% 
(in 1978: 92-75%) were used. Commitments were 
exclusively for the measures referred to  under 
point 1 above and their distribution by type of 
investment is shown in Table 1. 
7.2. The E R D F  finances: 
(1) Community measures in support of regional 
policies adopted by the Member States. This is 
by far the largest part of the Fund's  operations 
representing 95 % of its resources. The aid must 
be distributed among the Member States 
according to the 'quotas '  fixed in Article 2 of 
the Fund Regulation (as amended) which, in 
accordance with the declaration recorded in the 
Minutes of the Council meeting of 6 February 
1979, are for a period of three years (i.e. from 
1978 to 1980). 
The commitment appropriations available in 
1979 for these measures amounted to :  
— appropriations in Chapter 
55 of the 1979 budget 900 -00 MEUA 
— appropriations carried over 
from 1978 (including 29 -05 
MEUA for 'non-quota '  
measures non-utilized in 
1978) 43-48 MEUA 
— appropriations available as 
a result of decommitals or 
variations in the EUA 21-85 M E U A  
965-33 MEUA 
If the 'non-quota'  appropriations are deducted, then 
the utilization rate for the appropriations of the 1979 
budget (Chapter 55 — 900 MEUA) rises to 99-64 %. 
The corresponding percentage was 97-38 in 1978, 
97-86 in 1977,99-98 in 1976 and 99-94 in 1975. The 
non-utilized part of these commitment appropria­
tions is still available for  the financial year 1980, in 
accordance with the provisions of Article 6 of the 
Financial Regulation of 21 December 1977. 
7.3. For the second year running, however, the 
whole of the appropriations for specific Community 
measures remained unused. 
By Article 13, as amended, of the Fund Regulation, 
the Council, acting unanimously on a proposal from 
the Commission and after consulting the European 
Parliament, lays down the main lines of each of the 
measures to be undertaken, in the form of a special 
programme. Proposals for five Regulations initiating 
specific Community measures were submitted by 
the Commission to the Council on 16 October 1979. 
The Council Regulations were adopted on 7 Octo­
ber 1980 (Regulations (EEC) Nos 2615 to 2619/80, 
OJ N o  L 271 of 15 October 1980). 
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The position of the 'non-quota '  appropriations — a 
major innovation of Council Regulation (EEC) N o  
214/79 — is therefore as follows: 
— appropriations entered in the 1978 budget and  
still unused due to  the late adoption of Regula­
tion No 214/79: 29-05 M E U A ;  
These appropriations were carried over to 1979 
for 'quota '  measures on the condition that this 
would be  compensated by transfer of appropria­
tions to the 'non-quota '  measures in 1980; 
— appropriations entered in the 1979 budget and  
still unused pending the adoption of special 
programmes: 45 00 M E U A ;  
These appropriations remain available for the 
financial year 1980 (Article 6 of the Financial 
Regulation of 21 December 1977). 
Article 2b as amended of the Fund Regulation pro­
vides that the resources which cannot be  used in 
time for the 'non-quota'  measures shall be allocated 
to the other actions. Since the quotas apply to the 
1978-1980 period it is of urgent necessity that provi­
sions for the utilization of the 'non-quota'  appro­
priations be  adopted. 
D I S T R I B U T I O N  O F  C O M M I T M E N T S  BY T Y P E  
A N D  A M O U N T  O F  I N V E S T M E N T  
7.4. Commitments in 1979 showed an increase in 
the share devoted to  infrastructure investments, 
which rose from 63-6 % of the aid in 1978 to 69-8 % 
in 1979. Since the adoption of Regulation N o  214/  
79, this share may not exceed 7 0 %  of the Fund's  
assistance over a period of three years, except by a 
decision of the Council acting on a proposal from 
the Commission (Article 4 (1) (b) as amended of the 
Fund Regulation). 
The share of each type of investment varies greatly 
from one county to another, as illustrated in Table 2 
which gives, by country, the percentage of aid allo­
cated to each type of investment for the financial 
years 1978 and 1979. 
Table 2 — Breakdown of aid by type of investment 
1978 aid 1979 a id  
% A % B % C  % A % B % C  
Belgium 2 2 - 6  7 7 - 4  6 1 - 0  22 -3  16-7 
Denmark  — 100-0 — 17-3 82-7  — 
F k  of  G e r m a n y  52-1 4 7 - 9  
— 
7 1 - 0  29 -0  
— 
France  35 -9  54-1 1 0 0  39 -8  59-2  1 0 
Ireland 4 2 - 5  47 -7  9 - 8  4 7 - 4  4 9 - 6  3 - 0  
Italy 2 2 - 3  7 5 - 6  2 -1  13-0 83 -6  3 - 4  
Luxembourg .  100-0 
— — 
100-0 
— 
Nether lands  6 7 - 5  32-5  
— — 
100-0 
— ' 
Uni ted  Kingdom 38-5  59 -6  1-9 29-2  69-7  M 
Total  3 3 - 0  6 3 - 6  3 - 4  2 8 - 0  6 9 - 8  2 - 2  
A = industrial ,  hand ic ra f t  a n d  service activities. 
B = infrastructures.  
C = mounta in  a n d  hill areas.  
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For  each of  the  first three years of  the  operat ion of  
the  Fund ,  the  corresponding overall percentages are  
a s  fol lows:  
tat ion of  which the  M e m b e r  States must  give prior­
ity (Article 7 (5) of the  F u n d  Regulation).  
% A % B % C  
1975  4 0 0  5 5  1 4 - 9  
1 9 7 6  2 4 - 9  7 0 - 2 '  4 - 9  
1977  4 1  - 3 5 3 - 4  5 - 3  
T h e  original F u n d  Regulat ion ( N o  724/7:5) author­
ized the  financing of  infrastructures only if they 
were directly related t o  t he  deve lopment  of  indus­
trial, handicraf t  a n d  service activities. Regulation 
N o  214/79  has  ex tended  eligibility f o r  financing t o  
include infrastructures tha t  contr ibute t o  t he  deve­
lopment  of  the  region or  o f  the  area  in which they 
are  si tuated. 
7.5. T h e  distribution of  t he  a id  b y  size of invest­
ment ,  as  a percentage o f  the  total  annua l  f inancing,  
has  changed as  fol lows since 1975: 
Investments 
of 10 
M E U A  or 
above 
Investments 
below 
10 M E U A  
Investments 
in mountain 
and hill 
areas 
1975  4 3 - 4  5 1 - 7  4 - 9  
1 9 7 6  5 3 - 0  4 2 - 1  4 - 9  
1977  4 3 - 7  5 1 0  5 - 3  
1978  5 2 - 3  4 4 - 3  3 - 4  
1979  4 9 - 1  4 8 - 7  2 - 2  
Almost half of  the  a id  al located involves requests 
fo r  investments of 10 M E U A  or  more ,  t o  the  presen-
PAYMENT APPROPRIATIONS AVAILABLE I N  
1979 A N D  THEIR UTILIZATION 
7.6. The  total payment  appropr ia t ions  available 
t o  the  F u n d  in 1979 a m o u n t e d  t o  852 191 484 02 
EUA,  divided as fol lows:  
(1) Communi ty  measures  in 
suppor t  of nat ional  regional 
policies 
— payment  appropr ia­
tions carried over  f rom 
1978 353 191 484 02 E U A  
— payment  appropr ia­
t ions in Chap te r  55 of  
the  1979 budget  483 000 000 • 00 E U A  
(2) Specific Communi ty  mea­
sures 
— payment  appropr ia­
t ions in Chap te r  56 of  ^ 
the  1979 budget  16 000 000 • 00 E U A  
T h e  payments  m a d e  in 1979 concerned solely those  
operat ions referred t o  u n d e r  Item 1 above  a n d  
totalled 513 147 831 -68 E U A .  Table  3 gives a break­
d o w n  by Member  State a n d  shows the  a m o u n t  of  
payment  appropria t ions  carried over t o  1980. 
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Table 3 — Utilization of payment appropriations in 1979 
(EUA) 
Payment  appropriat ions  carried o v e r  
f r o m  1978 a n d  used in 1979 for  t h e  
payment  o f  c o m m i t m e n t s  entered i n t o  
the  f inancia l  years 
prior t o  1979 
t h e  f inancia l  year  
1979 
Payment  appropriat ions  for  t h e  f i n a n ­
cial  year  1979 
used in 1979 for  
t h e  p a y m e n t  o f  
1979 c o m m i t m e n t s  
brought  forward t o  
1980 
Belgium 3 095 970 -64 
Denmark 7 257 414-67 
F R  of Germany 23 373 342-55 
France 55 275 273-85 
Ireland 18 187 943-78 
Italy 99 676 443 -92 
Luxembourg 296 869-83 
Netherlands 8 644 909-52 
United Kingdom 67 120713-40 
1 870 364 14 
22 654 874 36 
48 334 361 25 
14 698 743 20 
44 049 512 30 
70 262 601 - 86 28 348 492-41 
Total 
Grand  total 
282 928 882-16 70 262 601-86 159 956 347 -66 323 043 652 -34 
353 191 484-02 483 000 000 -00 
7.7. The total payments amount  to  
353 191 484-02 EUA 
+ 159 956 347-66 EUA 
513 147 831-68 EUA 
as opposed to 254 891 818-52 EUA in 1978, i.e. an 
increase of over 100%. It should however be  noted 
that even after subtracting the 'non-quota'  measures 
the utilization rate of the payment appropriations of 
the 1979 budget remained low: only 33-1 % of these 
appropriations were used in 1979, the balance being 
carried over. The corresponding percentage was 
6 0 - 5 %  in 1975, 72-7 % in 1976, 7 2 - 6 %  in 1977 and  
3 2 - 7 %  in 1978. 
7.8. Payment appropriations unused in 1978 and  
carried over were used in 1979, in order to  avoid any 
cancellation, to pay for commitments entered into 
against the 1979 appropriations (70 262 602 EUA) 
even though a considerable part of the 1979 pay­
ment appropriations remained unused and were car­
ried over to 1980. 
This procedure is of doubtful  regularity, particularly 
in view of Article 1 (3) of the Financial Regulation, 
which states that the payment appropriations cover, 
u p  to the limit of the amount entered in the budget, 
expenditure arising from the commitments 'entered 
into in the current financial year a n d / o r  preceding 
financial years'. 
Remark of the Court on the reply of the Commission 
to paragraph 7.8 
The effect of a carry-over to the following financial 
year is to prolong the validity of the appropriation, but 
this does not mean that the appropriations carried 
over can be treated for all purposes in the same way 
as those entered in the budget of the financial year to 
which the carry-over is made. 
7.9. Article 8 (3) as amended of the Fund Regula­
tion enables Member States as from 1979 to be  reim­
bursed by an accelerated procedure for the pay­
ments made b y  them. These accelerated payments 
may be  u p  to  75 % of the total amount of the aid, 
subject to the condition that at  least 30 % of the pay­
ments constituting the basis for aid from the Fund 
have been made. 
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T h e  C o m m i s s i o n  h a s  n o t  b e e n  a b l e  t o  s e n d  t h e  
C o u r t  o f  Audi tors  a list o f  accelera ted  p a y m e n t s  
because  t h e  i n fo rma t ion ,  a l t hough  avai lable ,  c a n n o t  
b e  set  o u t  in a n y  sys temat ic  f o r m ,  d u e  in par t icular  
t o  t h e  absence  o f  a compu te r i zed  system in  t h e  
admin is t ra t ion  o f  t h e  E R D F .  
T h e  d a t a  compi l ed  b y  t h e  C o u r t  o f  Audi to r s  o n  t h e  
bas i s  o f  a ccoun t ing  d o c u m e n t a t i o n  reveals  t ha t  a t  
least  ha l f  o f  t h e  year ' s  p a y m e n t s  were  accelera ted 
paymen t s .  Af t e r  d e d u c t i n g  t h e  r e imbursements  
which  Would normal ly  h a v e  b e e n  m a d e  even  with­
o u t  t h e  system o f  acce lera ted  paymen t s ,  t h e  C o m ­
miss ion  es t imates  t h e  ne t  i m p a c t  o f  t h e  s c h e m e  i n  
1979 a t  a b o u t  150 M E U A  ( E R D F  A n n u a l  Repor t  
1979, pa ragraph  134). 
7.10. T h e  dis t r ibut ion a m o n g  t h e  M e m b e r  Sta tes  
o f  t h e  a n n u a l  p a y m e n t s  o f  t h e  E R D F  s ince  1975 is 
g iven in Tab l e  4 (in %). 
Table 4 — Breakdown of annual payments by Member State 
Percent  o f  p a y m e n t s  m a d e  in 
1975 1976 1977 1978 1979 
Belgium 0 1-66 0-76 2-34 0-60 
Denmark 1-71 1 51 . 1-55 0-54 1-78 
FR of Germany 0 3-63 6-69 16-55 8-97 
France 17-79 12-23 " 12-30 15-95 20-20 
Ireland 7-72 6-80 5-93 8-03 6-41 
Italy 48-86 42-71 40-14 30-81 28-00 
Luxembourg 0-25 0-17 0-03 0-08 ' 0-06 
Netherlands 3-14 2-26 0-75 2-54 1 68 
United Kingdom 20-53 29-05 31-85 23-16 32-30 
100-00 100-00 100-00 100-00 100-00 
A cons tan t  reduc t ion  c a n  b e  seen  in t h e  case  o f  
Italy, w h o s e  q u o t a  (40 % f o r  t h e  per iod  1975-1977) is 
current ly  set a t  39  • 39  %. It h a s  n o t  a s  yet  b e e n  possi­
b l e  t o  ob ta in  a precise  exp l ana t i on  f o r  this  r educ­
t ion ,  which is re la ted  t o  de lays  in  t h e  imp lemen ta ­
t ion  o r  c losure  o f  projects .  
c lose  o f  1979, a d e v e l o p m e n t  wh ich  is t o  a large 
ex ten t  d u e  t o  a relat ively h igh  level o f  t h e  c o m m i t ­
m e n t s  en te red  in to  in  t h e  p rev ious  f inanc ia l  year .  
T h e  c o m m i t m e n t s  still awa i t ing  p a y m e n t  a t  t h e  
c lose  o f  t h e  f inanc ia l  y e a r  1978 represen t  2 - 68  t imes  
t h e  total  p a y m e n t s  m a d e  in  1978. A t  t h e  c lose  o f  
1979 t h e  ra t io  w a s  a little m o r e  f a v o u r a b l e :  2 - 2 0  
t imes  t h e  total  p a y m e n t s  m a d e  i n  1979. 
COMMITMENTS OUTSTANDING AT THE CLOSE 
O F  1979 
7.11. T h e  pos i t ion  o f  c o m m i t m e n t s  o u t s t a n d i n g  
a t  t h e  c lose  o f  t h e  f inanc ia l  yea r  1979 is g iven in  
T a b l e  5. 
These  c o m m i t m e n t s  ro se  f r o m  683  908 689 -34 E U A  
a t  t h e  c lose  o f  1978 t o  1 132 865 993 -81 E U A  a t  t h e  
7.12. In  o rder  t o  ascer ta in  t h e  pos i t ion  o f  t h e  p ro ­
j ec t s  a t  t h e  close o f  t h e  f inanc ia l  yea r  a n d  in  par t icu­
lar  t h a t  o f  t h e  pro jec ts  still t o  b e  c losed ,  t h e  depa r t ­
m e n t s  o f  t h e  F u n d  were  r eques ted  t o  s e n d  d a t a  
showing ,  b y  year ,  t h e  a c c o u n t i n g  s i tuat ion o f  t h e  
projects ,  with,  in par t icular ,  the i r  geographica l  distri­
b u t i o n .  
It w a s  s ta ted  in reply  t h a t  all t h e  d a t a  ava i lab le  t o  
t h e  Directora te-General  respons ib le  f o r  t h e  E R D F  is 
J 
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recorded in the Annual Report of the Fund, which 
would be sent shortly. Data on the actual financial 
management of the ERDF,  moreover, is provided in 
the analysis of the financial management preceding 
the revenue and expenditure account of the Com­
munities, a document drawn u p  annually in accord­
ance with Article 75 of the Financial Regulation of 
21 December 1977. 
The -departments of the Fund add that at the 
moment it is impossible to send other financial and 
accounting information to the Court of Auditors. 
The compilation of such information on the basis of 
data which is indeed available but not necessarily in 
a systematic form, is impeded by the absence of a 
computerized system for the financial management 
of the ERDF. 
Table 5 — Position of commitments outstanding at the close of the financial year 1979 
(EUA) 
M e m b e r  States 
C o m m i t m e n t s  still 
t o  be sett led at t h e  
c lo se  o f  t h e  f inan­
cial  year 1978 ( ' )  
C o m m i t m e n t s  e n ­
tered i n t o  in 1979 
Payment s  in 1979-
C o m m i t m e n t s  still  
t o  b e  sett led at t h e  
c lose  o f  the  f inan­
cial year 1979 
Belgium 13 006 050 65 9 082 335 82 3 095 970 -64 18 992 415-83 
Denmark  9 417 225 78 11 139 893 01 9 127 778-81 11 429 339-98 
F R  o f  G e r m a n y  50 919 693 69  59 043 197 82 46 028 216-91 63 934 674-60  
France  139 933 789 08 159 383 987 24 103 609 635 -10 195 708 141-22 
Ireland 36 482 205 25 62 213 818 82 32 886 686 -98 65 809 337 -09 
Italy 249 172 668 24 388 078 003 40  143 725 956-22  493 524 715-42 
Luxembourg  959 117 07 807 494 34 296 869 -83 1 469 741-58 
Nether lands  15 833 336 11 11 339 837 97 8 644 909 -52 18 528 264-56 
Uni ted  Kingdom 168 184 603 47 261 016 567 73 165 731 807-67 263 469 363 -53 
Total  683 908 689 •34 962 105 136 •15 513 147 831-6« 1 132 865 993 - 81 
( ' )  This  sum is ad jus ted  t o  account  fo r  variat ions in the  E U A  rates a n d  commitments  cancelled.  
7.13. The Court of Auditors can only point out 
how scanty the available information on the man­
agement of the Fund is, even that of a strictly 
accounting nature. The Court finds it hard to accept 
in particular that there is n o  regional survey of the 
investments subsidized. 
They covered the number and extent of the audits 
carried out in the Member States by the administra­
tive departments of the Fund ;  these departments 
made 20 on-the-spot visits in 1979 (involving 181 
projects: 84 industrial, handicraft or service projects 
and 97 infrastructure projects), which obviously 
represent only a small part of the operations 
financed by.the E R D F  and an equally small sample 
of the projects subsidized. 
A U D I T S  BY T H E  C O U R T  O F  A U D I T O R S  I N  1979 
7.14. In addition to examination of the account­
ing documents and financial files, the contents of 
which are necessarily terse, the audits carried out in 
1979 aimed in particular to  analyse the operating 
systems of the Fund at Community level. 
7.15. The Court of Auditors was present at four 
of the Commission's on-the-spot audits of E R D F  
projects and organized twelve independent audits in 
the Member States (two in Belgium, one in Den­
mark, two in the Federal Republic of Germany, one 
in France, one in Ireland, three in Italy, one in the 
Netherlands and one  in the United Kingdom) 
involving 77 projects, of which 21 were industrial 
and 56 infrastructure projects. 
In its previous annual report, the Court of Auditors 
commented that, following the  refusal of the 
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national authorities responsible, the Commission 
were unable in the course of their audit of industrial 
projects in France to visit the site of the projects. 
i n  1979, the Court of Auditors was met with the 
same refusal, and was thus obliged to limit its audit 
of industrial projects in France to exchanges of 
views with the central or local administrative depart­
ments, with the help of a part of the documents in 
the files of the subsidized projects, but without any 
on-the-spot inspection of the recipient firms. 
Emphasis should be  made of the irregular nature of 
this situation, which indeed discriminates against all 
the other countries of the Community in the matter 
of audit. 
The Commission shall examine in particular the 
consistency of the investment with the range of 
actions undertaken by the relevant Member State in 
favour of the region concerned, as apparent from 
information supplied by Member States in the form 
and upon the matters stipulated by the Fund Regu­
lation. 
The documents to be  sent by the Member States, 
above all the regional development programmes, are 
generally too vague, to be  of any practical use for the 
selection of projects. For this purpose more specific 
information is required which will show how the 
main lines of the plan take shape in the individual 
projects and give the grounds for the choices made 
at this stage. 
7.16. The main comments arising from the audits 
effected during the financial year are set out under 
the following paragraphs, which deal with the selec-' 
tion of investments for assistance, the determination 
of the qualifying amount  of investments, payment 
of the aid, the estimated and actual results of pro­
jects and the impact on regional development. 
7.19. In reply to queries about the present system 
and the criteria applied for the granting of the aid, 
the Commission, referring to the Fund Regulation, 
in particular to Articles 5, 6 an 7, explained that 
'examination of applications for aid, which includes 
verification that they comply with the provisions of 
Article 7 (2) and (3) of the E R D F  Regulation and of 
the internal consultation procedures laid down with 
reference to them, involves their assessment accord­
ing to the criteria laid down in Articles 5 and 6'. 
SELECTION O F  INVESTMENTS FOR ASSISTANCE 
7.17. In examining the operation of the Fund, a 
prime concern is the method of selecting invest­
ments that can benefit from the aid, in particular 
with regard to the anticipated effect on the eco­
nomic development of the region and the activity of 
the sector concerned. 
This is one of the fundamental  aspects of the finan­
cial management, but it is one on which there is a 
total lack of reliable documentary information. 
7.18. Articles 5 et seq. of the Fund Regulation 
provide that the assistance of the Fund shall be  
decided by the Commission according to the rela­
tive severity of the economic imbalance of the 
region where the investment is made and the direct 
or indirect effect of the investment on employment. 
The Court of Auditors considers that the only possi­
ble valid basis for the selection of projects and sub­
sequent verification of the results is a set of criteria 
and priorities designed to  apply the provisions of 
Articles 5, 6 and 7 of the Fund Regulation. 
7.20. Even the inclusion in the programmes of 
specific information on the projects to be  carried out 
should not absolve the Commission from carrying 
out a detailed examination of the merits of the 
investments made. This does not appear to have 
been done in sufficient detail in the case of three 
projects relating to waste-processing plants and 
equipment for Berlin. 
Despite the very high installation and operational 
expenses and despite the considerable burden that 
they imply for the future, these projects are not free 
from harmful side-effects, in particular from the 
concentration of lorries, and there is practically n o  
scope for recovery of by-products (in particular in 
the form of energy for heating or the production of 
electricity), whereas certain major complexes 
recover u p  to 50 % of the running costs of the pro­
cessing-plants from their by-products. 
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Cases like this underline the fact that, for any 
assessment of sound financial management, a full 
set of specific criteria for examining and selecting 
projects is needed, to provide better access to the 
choices to be made. 
7.23. The audit of an industrial project in Ireland 
showed that about two-thirds of the investment cost 
(total = £Irl 11 448 000) was for equipment 
financed by leasing contracts for periods ranging 
from three to five years, or more. 
Remark of the Court on the reply of the Commission 
to paragraph 7.20 
The file submitted to the Court for audit contained no 
indication of the reasons behind the choices made. 
7.21. With regard to the selection of projects it 
was also noted that for  the construction of a factbry 
at Aubange (Belgium), public aid in the form of 
interest subsidies was granted to  a public corpora­
tion ('Intercommunale'). 
The latter held a 50-year lease of land owned by an  
industrial company, and after having built the fac­
tory, it leased it to the company for 20 years. The 
national authorities (who have not yet sent their 
reply) were questioned as to the eligibility of such a 
project for aid, where the recipient, not being an 
industrial undertaking, ought not to  have benefited 
from assistance provided for investments in indus­
trial, handicraft or service activities, as laid down by 
the Fund Regulation and  where it had n o  perma­
nent title to the land allocated to  the  project. 
If the project is abandoned,  the public aid is to be  
repaid,, it being agreed that this obligation is to be  
divided between the lessor and the lessee in propor­
tion to the stage of completion of the contract. 
It was established that the lessor remained the 
owner of the equipment throughout the contract 
period. At the end of the first contract, a second 
agreement is usually concluded which may in prac­
tice cover the remainder of the period during which 
the machinery in question is used. Aid from the 
Fund was thus allocated for investment in equip­
ment which does not belong to the beneficiary but  
which is only rented for a specific period of time. 
7.24. The Court of Auditors is of the opinion that 
if the equipment used in a project is on lease only, it 
should be  clearly stated in the documents submitted 
to the Commission, which is not the casie at present. 
Moreover there is also the question of how to deter­
mine the value of the property to b e  taken into con­
sideration for the purposes of Community aid to the 
investment cost where the equipment is held under 
lease. 
7.25. The examination of various investments in 
Greenland that have received reimbursements from 
the Fund has shown that all the projects included, 
as 20 to 25 % of the direct expenditure, a share of 
the operational expenses of the technical organiza­
tion in Greenland which manages the projects. 
DETERMINATION O F  T H E  QUALIFYING 
A M O U N T  O F  INVESTMENTS 
7.22. For investments in industrial activities, Arti­
cle 4 (2) of the Fund Regulation provides that the 
amount of the Fund's  contribution shall be  20 % of 
the investment cost. The term 'investment cost' is 
not however further defined. 
This share, determined on the basis of a method 
which was illustrated in detail by the national au­
thorities, covers the cost of preparing the tender spe­
cifications and the preliminary and detailed plan, 
the cost of determining.the division of the work for 
tender, the tenders, the drafting of contracts, the 
supervision of work ant  the transfer of property. Pre­
liminary studies and administrative costs are also 
included. 
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7.26. Similar cases were f o u n d  in the  Federal 
Republic  of Ge rmany  a n d  in the  Netherlands.  
According t o  the  Dutch  authorities,  it was the  cus­
tom to  reimburse the  expenses  incurred by staff  of 
publ ic  o r  semi-public bodies  responsible for  carry­
ing out  the  projects, provided that  these expenses 
arise f rom the drawing u p  of the  tender specifica­
t ion,  u p  to  85 % of the  fees that  a private firm of  
engineers would charge fo r  the  s ame  services. 
P A Y M E N T  O F  T H E  A I D  
7.27. An  examinat ion of  the  procedure fo r  reim­
bursing the  a id  revealed t he  difficulties caused b y  
the  fact  that  the  a m o u n t s  of  expendi ture  declared b y  
certain national  depar tments  in t he  applicat ions fo r  
reimbursement  submit ted t o  the  Commission are  
no t  final. It is inherent  in the  operat ion of  the  
nat ional  depar tments  tha t  even af ter  the  applica­
t ions fo r  reimbursement have  been submit ted t o  t he  
Fund ,  the  project files cont inue  t o  b e  the  subject of  
audi ts  o r  other checks which can  result in small  
changes being m a d e  t o  the  payments  previously 
made .  
7.28. T h e  legislation requires such subsequent  
amendmen t s  t o  b e  communica ted  t o  t he  depar t ­
ments  of the  Fund ,  b u t  on-the-spot  visits t o  a n u m ­
ber  of  projects in the  Federal  Republ ic  of Ge rmany  
revealed tha t  this h a d  n o t  been  done .  
It would  b e  desirable t o  a d o p t  procedural  rules fo r  
the  closing of files, insofar  as  this could he lp  t o  
improve the  exchange of  informat ion between the  
Member  States a n d  t he  depar tments  managing  t he  
Fund .  
7.29. T h e  Cour t  of  Audi tors  also noted  tha t  it was  
the  custom in Italy u p o n  payment  of the  nat ional  
a id  t o  deduct  5 % by way of  security, which is then  
ad jus ted  o n  the  final account ing.  
T h e  requests fo r  re imbursement  submit ted t o  the  
E R D F ,  o n  the  other h a n d ,  are f o r  the  full  a m o u n t  o f  
the  aid.  T h e  sum withheld m a y  thus  b e  partially 
reimbursed t o  the  nat ional  authorities before  they 
have  even pa id  it t o  t he  beneficiary of  the  project.  
T H E  ESTIMATED A N D  ACTUAL RESULTS O F  
T H E  PROJECTS 
7.30. T h e  implementat ion of  the  projects a n d  t he  
relation of  the  actual results t o  those  projected a lso  
deserve detailed examinat ion ,  particularly in respect 
of  the  creation a n d  main tenance  of  jobs ,  which is 
o n e  of  the  specific condi t ions  laid d o w n  by the  leg­
islation. Aid f rom the  F u n d  t o  investments in t he  
industrial,  handicraf t  o r  service sector m a y  only b e  
granted subject t o  the  creation o r  main tenance  of  a t  
least ten jobs .  
7.31. From the  findings m a d e  dur ing t he  year, it 
appears  that ,  in the  case of  eight industrial projects 
in Scotland,  the  estimates fo r  the  creation of j o b s  in 
the  applications fo r  a id  submit ted by  the  nat ional  
authorities were no t  very realistic. Significant dis­
parities were f o u n d  between the  number  of  j o b s  esti­
mated  a n d  those actually created which, fo r  seven o f  
t he  completed projects,  a m o u n t e d  t o  a mere 766 
instead of the  1 564 j o b s  est imated.  
O n  the  other hand ,  in respect o f  certain projects, 
completed u p  t o  two years ago,  the  nat ional  aid h a d -
meanwhile  been fully pa id ,  without  the  correspond­
ing Communi ty  aid having yet been  requested a t  t he  
t ime of the  on-the-spot visit of  the  Court .  
T o  the  difficulties arising f r o m  the  disparity between 
estimate a n d  reality m a y  thus  b e  a d d e d  tha t  of  a n  
excessive extension o f  t he  deadl ines  fo r  the  closure 
of  the  files, for  the  purpose  of  re imbursement  b y  t he  
Communi ty .  
7.32. In respect o f  the  conversion a n d  extension 
of  the  port  of Eems in t he  Nether lands,  a id  f rom the  
F u n d  was granted t o  t w o  projects involving the  pre­
parat ion of a n  industrial  site, t he  construction o f  a 
quay  a n d  connect ion t o  a r o a d  network. 
At the  t ime of  the  visit of  t he  Cour t  of  Auditors  in 
March 1979, the  projects  h a d  in actual  fact  been  
completed bu t  their utilization had  no t  yet fulfi l led 
expectations;-the industrial  site was  unoccupied  a n d  
there was still little por t  traffic.  I n  t he  view o f  t he  
nat ional  authorities, the  general s tagnation of  eco­
nomic  development  since t he  oil crisis is responsible 
f o r  the  slow development  o f  the  por t ' s  activities a n d  
the  poor  d e m a n d  fo r  sites a round  the  port .  
A decision therefore h a d  t o  b e  taken t o  employ t h e  
investment in a different  way to  that  initially antici­
pated and  preparat ions were under  way t o  let some  
areas of the  port fo r  the  discharge of  l iquefied 
natural  gas. 
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7.33. Aid from the Fund was granted in 1976 to  a 
project for the construction in Pace del Mela (Sicily) 
of an industrial complex comprising a steelworks 
and a rolling mill and  fitted out with a loading dock 
for the delivery and dispatch of goods, scheduled 
for completion at the beginning of 1979. 
As a result of an on-the-spot visit at the end of 1979, 
it transpired that the construction of the steelworks 
had been postponed to  a later date. The rolling mill 
had been completed but was only operating on one  
shift. The transport facilities (mainly the railway sta­
tion) did not allow any increase in the volume of 
supplies and the loading dock had not been built. 
The project has seen the creation of only a small 
proportion of the new jobs anticipated. Such dispar­
ities between the estimates and the results com­
pletely upset the economics of the project, particu­
larly as, for the part of the industrial complex which 
was completed, the costs far exceed the expenditure 
estimated. 
7.34. A project subsidized by the Fund for the 
extension of the industrial zone of Frameries (Bel­
gium) was based on the need to  provide sites for 
several firms supposed to  create about a thousand 
jobs. 
The extension made to  this industrial zone, how­
ever, remains completely unoccupied almost two 
years after completion. This state of affairs led to  
inquiry of the national authorities (whose reply has 
not yet been received), as to  whether the creation of 
certain industrial zones was not sometimes in excess 
of demand or based on unfounded estimates. 
In respect of another project to  extend the industrial 
zone at Tessenderloo-Paal (Belgium), work had not 
yet begun at the time of the visit, i.e. two years after 
the decision to grant aid from the Fund. 
7.35. Examination of the situation in France first 
of all made apparent the absence of any element of 
selection in the system for stimulating employment 
which might encourage activities in certain, specific 
sectors in preference to  others. Premiums were 
granted without distinction to  the various categories 
of firms and without different conditions or inter­
vention rates. 
In this connection the national authorities pointed 
out that it was possible for competitive firms to 
develop and create jobs  in all industrial sectors and 
they would therefore not be  justified in excluding a 
priori any sector from receiving regional aid. 
7.36. It also became apparent that the creation' of 
jobs within a firm does not necessarily result in a 
corresponding increase at the regional or national 
level. The investments assisted may have the effect 
of transferring activities from one region to another 
or from one firm to another within the same region, 
with a possible improvement in production condi­
tions, but without any overall effect on the level of 
employment. 
This is particularly so when activities are, or are 
likely to be, extended at the expense of other firms. 
In this connection the national authorities consider 
that the role of the regional aids is to redeploy jobs 
to the benefit of the less-developed regions or of the 
areas with the severest problems of unemployment 
or rehabilitation. 
7.37. Even accepting the point made by the 
national authorities that the investments financed 
constitute in all cases an increase in or a moderniza­
tion of the production capacity of the region, it is 
nevertheless doubtful whether the transfer of jobs 
one  firm to another, without an overall increase in 
employment in the area concerned, complies with 
the statutory requirement to create or maintain jobs. 
IMPACT O N  R E G I O N A L  DEVELOPMENT 
7.38. A vital, if not the main aspect, of the audit 
of management of the Fund, is to ascertain whether 
the schemes of regional aid have in fact had positive 
effects on the development of the regions under 
consideration. 
It is a question in particular of determining whether 
the interventions of the Fund have achieved better 
or greater effects than would have been possible in 
their absence, and if these effects were obtained on 
the best terms from the point of view of cost or other 
outlay, i.e. if the most suitable economic instrument 
was employed. 
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7.39. It is difficult to  make such an evaluation in 
isolation from the general pattern of interacting eco­
nomic movements and trends. This in turn would 
require a lengthy study, more sophisticated analyti­
cal methods, an greater similarity in the systems of 
planning and management in the Member States. 
Questioned on this subject, the Commission stated 
that since 1979 its on-the-spot audits had begun to 
cover not only the purely technical financial aspects, 
but increasingly and more systematically the socio­
economic aspects of the investments audited. 
7.40. While aware of the complexity of assessing 
the impact of the projects assisted by the E R D F  on 
the development of the regions, the Commission 
added that it endeavoured to establish the real con­
tribution of these projects in the light of the guide­
lines provided by the regional development pro­
grammes. It considered that it is not surprising that 
under the present economic circumstances, exami­
nation of the socio-economic aspects of the invest­
ments subject to an on-the-spot audit reveals the 
difficulty of achieving the objectives of creating the 
jobs initially planned. 
7.41. The Commission noted however that an 
effective monitoring of the impact of regional action 
is not yet within reach, since it would have to  
include not only an evaluation of the overall deve­
lopment of the region, of which em ployment is only 
one element, but also an assessment of the eco­
nomic efficiency of the regional measures. 
The Commission stated that it was continuing its 
efforts to achieve the best results in this field and it 
pointed out that .the statistical summaries refered to 
under Article 6 (6) of the Fund Regulation consti­
tuted a valuable instrument; it would not deny, as 
experience within the Member States has shown, 
that an assessment of this nature would be  no  easy 
task, especially since at Community level a method 
for checking the results had still to  be  worked out. 
7.42. This reply serves to  underline the signifi­
cance of the statistical summaries; the communica­
tion of these summaries constitutes in practice the 
only improvement in the revised Fund Regulation 
aimed at ascertaining the results of regional action. 
The monitoring of the effectiveness of regional aid 
can only be improved if reliable statistical instru­
ments are available, and any efforts in this direction 
should be  directed to developing sound methods of 
evaluating the results obtained from the financing of 
investments. 
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CHAPTER 8 — ENERGY, RESEARCH AND INVESTMENT 
(Chapters 32 and 33 of the general budget) 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
j reference 
Chapter 32 — Expenditure under the energy policy 8.0 
Financial impact 8.1 
Introduction 8.2 
Utilization of payment appropriations 8.3 to 8.5 
Budget out-turn 1979 8.6 
Budget proposals 1979 8.7 to 8.9 
Repayment of financial support 8.10 to 8.12 
Chapter 33 — Research and investment 
(Joint Research Centre-JRC) 
Financial impact 8.13 
Effect of the comments of the Court of Auditors 8.14 to 8.16 
Building activities of the JRC 8.17 to  8.24 
Chapter 33 — Research and investment 
(Indirect action) 
Financial impact 8.25 
Effect of the comments of the Court of Auditors 8.26 to 8.31 
Execution of research contracts 8.32 to  8.34 
Presentation of financial information 8.35 to 8.38 
Joint European Torus (JET) joint undertaking 8.39 
Summary of principal comments 
Paragraph 
reference 
8.0. The principal comments in this chapter are: 
(a) in the field of expenditure under the energy pol­
icy: the low utilization of payment appropria­
tions, shortcomings in the 1979 budget proposals 
and the procedure for the repayment of financial 
support 8.3 to 8.12 
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(b) concerning the  Joint  Research Cent re :  
— the  effect  of criticism expressed by the  Cour t  
in its 1978 repor t ;  
— shortcomings in the  procedures relating t o  
building activities 8.14 t o  8.24 
(c) in the  field of  indirect ac t ion:  
shortcomings in the  execution of  research con­
tracts a n d  the presentation of financial informa­
tion 8.32 t o  8.38 
C H A P T E R  3 2 — E X P E N D I T U R E  U N D E R  T H E  
E N E R G Y  P O L I C Y  
Utilization of payment appropriations, 1974 to 1979 
8.1. Financial impact  of  the  implementat ion of 
action programmes in the  energy field: 
(MEUA) 
Commit­
ments Payments 
Expenditure 1978 4 3  19 
Appropriat ions 
1979 budget  
brought forward from 1978 
57 
67 
51 
4 6  
Total avai lable  124 9 7  
Expenditure 1979 6 9  29  
C a n c e l l a t i o n  o f  p a y m e n t  a p p r o ­
p r i a t i o n s  
8.3. Payment appropr ia t ions  are cancelled if they 
are not  used either in the  year  in which they are  
granted in the  budget  o r  in the  fol lowing year. Pay­
ment  appropriat ions amoun t ing  t o  57-7  M E U A  + 
m.u.a.  for  energy action programmes have  been can­
celled during the  period 1974 t o  1979. They repre­
sent  27 % of the  total payment  appropria t ions  of  
210-8  M E U A  + m.u.a.  inscribed in Chapte r  32 of  
the  budget  for  those years. That  the  total of  these 
cancellations exceeds the  payment  appropria t ions  
of  50-5  M E U A  entered in the  1979 budget  fo r  this  
chapter  indicates their significance. 
P a y m e n t  a p p r o p r i a t i o n s  n o t  u t i l ­
i z e d  i n  t h e  b u d g e t  y e a r  f o r  w h i c h  
t h e y  w e  r e i n t e n d e d  
Introduction 
8.2. In both its 1977 a n d  1978 reports, the  Cour t  
drew attention t o  the  low rate of  utilization of  
appropriat ions entered in the  budget  t o  finance ac­
tion programmes unde r  the  Communi t ies '  energy 
policy. The  Cour t  has  reviewed the  history of  the  
utilization of  payment  appropr ia t ions  since the  
commencement  of  these action programmes in 1974, 
the  1979 budget  out- turn,  a n d  the  procedures fo r  the  
preparation of  1979 budget  proposals  for  payment  
appropriat ions.  T h e  Cour t  ha s  also looked into the  
procedures for  the  repayment  of  financial suppor t  
granted by the  Commiss ion ,  a special feature of  
energy action programmes.  
8.4. Chapter  32 paymen t  appropr ia t ions  have  sel­
d o m  been utilized in t he  budge t  year  f o r  which they 
were intended.  The  best  year  f rom this po in t  of  view 
was  1977 in which 2 - 7  m.u.a.  (8 %) was  used  ou t  of  
34 m.u.a.  granted in t he  budget .  
B u d g e t  I t e m  3 2 0 0  — H y d r o c a r b o n s  
t e c h n o l o g i c a l  d e v e l o p m e n t  
8.5. T h e  situation described above  fo r  Chap te r  3 2  
applies equally t o  budget I tem 3200,  which is the  
longest-running action programme,  a n d  the  largest 
in terms of exipenditure. For  this item cancellat ions 
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of  payment  appropr ia t ions  amoun ted  t o  
4 1 - 7  M E U A  + m.u.a.  in the  period 1974 t o  1979, 
representing 26 % of  t he  total  payment  appropr ia­
t ions  of  160-9 M E U A  + m.u.a.  granted in t he  
budget  fo r  those years (see Table  1). 
T h e  Cour t ' s  1978 report  referred t o  the  lengthy pro­
cedures involved in placing contracts  a s  a reason fo r  
the  low rate of utilization of  appropria t ions  fo r  
budget I tem 3200.  It  is understandable tha t  delays 
in concluding contracts  can significantly affect  the 
rate of utilization of  commi tmen t  appropriat ions.  
However,  such lengthy procedures  a n d  delays can  
hardly b e  the  only reason fo r  the  low rate of utiliza­
t ion of payment  appropr ia t ions ,  as  a large part  o f  
such appropria t ions  are  in tended  t o  l iquidate com­
mitments  already entered in to  a t  the  t ime budget  
proposals  are being f r amed .  
budget  proposals  fo r  these appropriat ions.  T h e  
Cour t ' s  enquiries a t  t he  services of  the  Commission 
concentrated o n  budget  I tem 3200,  hydrocarbons  
technological development projects.  
Estimates of the  a m o u n t s  of  payment  appropria­
t ions required over several years t o  l iquidate com­
mitments  already entered into,  o r  budgeted u p  t o  
31 December  1979, were prepared by the  services of  
t he  Commission in t he  period February t o  May 1978 
resulting in a 'likely schedule  of payments  vis-a-vis 
commitments '  ( ' )  shown in the  preliminary dra f t  
budge t  fo r  1979 presented b y  the  Commission t o  the  
Counci l .  
T h e  Commission 's  proposals  (see table  below) were 
eventually incorporated in the  equivalent schedule 
shown in the  remarks co lumn of  the  final 1979 
budget  (2), adop ted  in December  1978. 
B u d g e t  o u t - t u r n  1 9 7 9  
8.6. There has  been  s o m e  improvement  in the  
utilization of the  total  commi tment  appropr ia t ions  
available in 1979 ( 5 6 %  of  124 M E U A  in 1979 com­
pared t o  32 % of 134 M E U A  in 1978). However,  t he  
situation concerning payment  appropria t ions  ha s  
shown little improvement  over 1978. O f  the  total  
payment  appropriat ion of 9 6 - 7  M E U A  available in 
1979, 3 0 %  was paid  in 1979, a n d  t he  rate of  utiliza­
tion of  new payment  appropr ia t ions  of  50-5  M E U A  
granted in the  1979 budget  was  only 3 %  ( 0 %  
in 1978) (see Table  2). It is significant tha t  the  rate o f  
utilization of  the  total  payment  appropria t ions  
available in 1979 fo r  budget  I tem 3200,  hydrocar­
bons  technological development,  ha s  relatively 
dropped f r o m  3 4 %  of  48 • 1 M E U A  in 1978 to  3 0 %  
Of 59-9  M E U A  in 1979. I n  1979, as  in 1978, n o n e  o f  
t he  new payment  appropr ia t ions  granted in t he  
budget  fo r  this item were utilized. 
(MEUA) 
Payments 
Commitmenls 
1978 1979 1980 1981, 
etc. 
C o m m i t m e n t s  e n t e r e d  
i n t o  b e f o r e ,  a n d  n o t  y e t  
p a i d  b y  1 January  1978 4 3  
l e s s :  c o v e r e d  b y  p a y m e n t  
a p p r o p r i a t i o n s  brought  
forward  f r o m  1977 t o  1978 - 2 0  
2 3  15 4 4 
— 
C o m m i t m e n t  appropria­
t i o n s  brought  forward  
f r o m  1977 t o  1978 31 11 2 0  
C o m m i t m e n t  appropria­
t i o n s  i n  1978 b u d g e t  3 5  15 10 10 
C o m m i t m e n t  appropria­
t i o n s  in  1979 b u d g e t  20-
— 
6 7 7 
< Tota l  109 3 0  31 41 7 
This schedule is the  basis f o r  the  31 M E U A  of pay­
ment  appropriat ions requested fo r  budget  Item 
3200  for  1979, which were no t  utilized a t  all in 1979. 
B u d g e t  p r o p o s a  1s 1 9 7 9  
8.7. T h e  cont inuing low rate of  utilization of  pay­
men t  appropria t ions  p rompted  the  Cour t  t o  look 
in to  the  procedures fo r  the  preparat ion of 1979 
( ' )  T h i s  i s  t h e  term u s e d  t o  d e s c r i b e  th i s  s c h e d u l e  i n  t h e  
f i n a l  1979 b u d g e t .  
( 2 )  OJ N o  L 2 3 ,  31 .  1. 1979,  p .  2 6 1 .  
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8.8. The absence of  documentat ion describing 
either the computations made  or the underlying 
assumptions taken into account in drawing u p  the 
estimates of payment  appropriations, leads the 
Court  to  the conclusion that shortcomings in the 
procedure may have resulted in overestimation of 
the payment appropriations required for  1979. 
A general assumption has  been made  by the Com­
mission that commitments will be  fully liquidated 
by the end of the second year af ter  that  in which the 
commitment is made.  This assumption is clearly 
reflected in the likely schedule of payments in the  
1979 budget (see above). However, experience has  
shown that, for many contracts final payments are 
unlikely t o  be  made  before the third year after that  
in which the commitment is made.  
The  estimates of future payments for  commitments 
already entered into a t  the time the 1979 budget pro­
posals were being prepared were drawn u p  on  a 
global basis, a n d  not  on  a contract-by-contract 
basis. This could have been d o n e  for  the 43 m.u.a. 
of commitments entered into before -1978, a n d  some 
1 8 M E U A  of the 31 m.u.a. of commitment appro­
priations brought forward f rom 1977 which had  
been committed by April 1978. 
C o n c l u s i o n  
8.9. The Court is of the opinion that the  payment  
appropriations requested in the 1979 budget for  
Item 3200 were not  soundly based.  The  Court  
invites the Commission t o  consider the adopt ion of  
procedures which are likely t o  result in more accu­
rate forecasts of payment  appropriation require­
ments,  in particular the introduction of contract-by-
contract based estimates where possible. 
Remark of the Court on the reply of the Commission 
to paragraph 8.9 
On the subject of the examination of budget propos­
als, the Court would like to refer the reader to its 
remark on the reply of the Commission to para­
graphs 8.7 and 8.8. 
With regard to the last sentence, the Court reserves to 
itself the right to select the subjects on which it com­
ments in its Annual Report. 
Remark of the Court on the reply of the Commission 
to paragraphs 8.7 and 8.8 
The reply of the Commission to paragraphs 8.7 and 
8.8 could lead to the impression that the Court has 
gone beyond the limits of its authority in commenting 
on the methods and procedures by which the level of 
budget appropriations is established. 
The Court wishes to emphasize in this context that in 
order to carry out the obligations placed upon it by the 
Treaties it needs to assess whether sound financial 
management is safeguarded by appropriate methods 
and procedures. 
It follows that the Court's audit of the implementation 
of the budget may also include a retrospective exami­
nation of methods and procedures associated with the 
preparation of the budget. 
The Court maintains its view that improvements in the 
procedure for the preparation of budget proposals 
could lead to more accurate forecasts for payment 
appropriations. This view is supported by the Commis­
sion's statement in their reply to paragraph 8.9 that 
improvements have been made for the budget year 
1981. 
Repayment of financial support 
I n t r o d u c t i o n  
8.10. The energy action programmes in Chap­
ter 32 consist of financial support  granted by the  
Commission to  projects in the energy sector carried 
out  mainly by commercial firms within the Member  
States. The financial support  granted by the Com­
mission represents a percentage share, usually 
between 30 a n d  40 %, of the  cost of the project. 
In accordance with the  appropriate Council Regula­
tions, financial support  paid  t o  contractors unddr 
four  budget items in Chapter  32 is repayable t o  the  
Commission in the event of commercial exploita­
tion of the results of the  supported project. This is 
provided for in the s tandard contracts which the  
Commission has entered into for  the financial sup­
port of projects in the  fields of hydrocarbons tech­
nology, hydrocarbons exploration, energy saving 
a n d  new energy sources. The  contractor is also 
obliged to  communicate t o  the Commission all 
information concerning commercial exploitation of 
the results. Where the results d o  not  lead or  lead 
only in part, to  commercial exploitation the Com­
munity may release the contractor, wholly or partly, 
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from the obligation to repay the financial support. 
Only the hydrocarbons technological development 
action programme (budget Item 3200) is sufficiently 
long-running to have led to the operation of the 
repayment provisions in the contracts. Therefore the 
Court has confined its review of procedures and  
examination of a sample of completed contracts to  
this particular action programme. 
take place to reach agreement on the amount of the 
subsidy related to the part of the work programme 
commercialiy exploited, the date on which commer­
cial exploitation started, the interest rate appli­
cable since that date, if any, and the repayment 
timetable. These repayment arrangements are agreed 
in writing between the Commission and the contrac­
tor. 
In cases where information indicating the occur­
rence of commercial exploitation does not come to  
the attention of the services of the Commission they 
send further reminders of contractual obligations to  
the contractor. 
D e s c r i p t i o n  o f  p r o c e d u r e  
8.11. The services of the Commission have imple­
mented the following procedure to  monitor cases of 
commercial exploitation to  ensure that these are 
properly brought to their attention and result in 
appropriate arrangements for the repayment of the 
financial support. 
During the progress of the contract, the technical 
experts of the services of the Commission look for 
signs of commercial exploitation when they make 
control visits to contractors. Information of this 
kind should be recorded in the reports prepared des­
cribing the results of these control visits. The Com­
mission's technical experts also review industry 
publications for indications of commercial exploita­
tion. 
C o n c l u s i o n  
8.12. U p  to 31 December 1979, 39-3 MEUA (at 
1 December 1979 exchange rates) in financial sup­
port had been paid out by the Commission for 33 
closed contracts from the 1975 and 1976 rounds of 
hydrocarbons projects, and a total of 13-3 M E U A  
had so far been established as repayable in ten 
cases. The procedure described above has been rea­
sonably effective in monitoring the commercial 
exploitation of contracts completed by the end of 
1979. 
Whenever information comes to the attention of the 
services of the Commission indicating the possible 
occurrence of commercial exploitation, a letter is 
written to the contractor asking him to  state his opi­
nion and to make proposals for repayment of the 
related financial support. 
The services of the Commission also write to each 
contractor, after the final instalment of financial 
support is made, to remind him of his remaining 
obligations under the terms of the contract, includ­
ing that of reporting commercial exploitation. Every 
two or three months the services of the Commission 
hold internal meetings (not formally minuted at pre­
sent) to review the situation of all contracts in pro­
gress or completed. Action on the monitoring of 
commercial exploitation may result from these 
meetings. 
Once the contractor informs the Commission that 
commercial exploitation has occurred, negotiations 
However, a considerable increase can b e  expected 
in the number of completed contracts which will 
have to  be  followed u p  for commercial exploitation, 
as 139 contracts involving financial support o f '  
approximately 150 M E U A  had been entered into by 
31 December 1979 under the hydrocarbons techno­
logical development programme alone. 
Therefore, the Court invites the Commission to con­
sider the introduction of project evaluations to  b e  
prepared at the time the contractor's final report is 
approved, and the final instalment of financial sup­
port is released. 
Such evaluations should describe, in particular, the 
technical success or failure of the project; the contri­
bution, if any, to the overall objective of the action 
programme; the likelihood of commercial exploita­
tion of the whole or specific parts of the results 
achieved; and the prospects for repayment of finan­
cial support. 
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•Such evaluations, updated  for  later developments,  
would provide a more systematic basis for  the fol­
low-up of commercial exploitation than, exists under  
the  present procedure, particularly for  those projects 
where only partial exploitation is reported., or where 
n o  information relating t o  commercial exploitation 
is communicated to  the  Commission.  
In addition, such evaluations could contribute t o  
the evaluation of results achieved by action pro­
grammes in general (cost /benef i t  analysis). 
Finally, consideration should be  given t o  the intro­
duction of a clause in the s tandard contract which 
obliges the contractor, within a specified time per­
iod, t o  provide an  independent  auditor 's  certificate 
stating the extent, in financial terms, t o  which the  
results of the supported project have been commer­
cially exploited. 
CHAPTER 33 — R E S E A R C H  A N D  INVESTMENT 
(JOINT RESEARCH CENTRE — J R C )  
8.13. Financial impact in the field of the direct 
action (Chapter 33 of the  budget).  
(MEUA) 
Commit­
ments Payments 
Expenditure 1978 1 1 0  1 0 4  
Appropriations 
1979 budget 
brought forward from 1978 
transfers 
115 
2 6  
11 
1 1 4  
4 0  
7 
Total available 1 5 2  161 
Expenditure 1979 1 3 4  1 2 0  
Effect of the comments in the Annual Report of the 
Court of Auditors on the conduct of the Commission. 
Introduction 
8.14. The Court  of  Auditors has  examined the 
effect of its comments particularly in respect of criti­
cism which the Commission recognized a s  justified 
during discussions with the Court  of Auditors a n d  so 
•confirmed in its replies t o  these comments in the 
Annual  Report. 
8.15. As far  as inventories a n d  stock accounts are 
concerned, given previous observations of the Court  
on  the subject, the Commission issued detailed 
instructions for the J R C  establishments dealing with 
evaluation procedures for  stocks a n d  inventories as  
required by Article 59 of the  Financial Regulation of  
21 December 1977. The  Court  notes this improve­
ment  with satisfaction. 
8.16. In the framework of services performed for  
outside bodies the following objectives have not  yet 
been achieved: 
— to  identify accurately all operations of work for  
outside bodies in order t o  distinguish them 
clearly from operations related t o  the objectives 
of the mjiltiannual research programmes, 
— to  monitor individually the  financial position of  
each contract, 
— to  compare forecast with actual achievement in 
order to  ensure satisfactory progress of  the  
work, 
— to  verify all receipts which the Commission has  
the right to  expect, in particular by analysing 
charges a n d  reductions granted. 
The Court notes that  the  Commission has already 
issued instructions which could form the basis for  
the  achievement of these objectives. In d u e  course, 
the Court  yvill verify the  implementation of these 
measures. 
In this connection, it should b e  noted that  the  Com­
mission itself took the  view ' that  n o  further reduc­
tion should now b e  m a d e  in the  J R C ' s  staff, a s  oth­
erwise this work force . . .  would n o  longer b e  capa­
ble of carrying out  its task with the desired effi­
ciency' ( ') .  
It follows that all the  staff are needed for  the mul-
t iannual programme, a n d  there are n o  reserves avail­
able t o  carry out  work for  outside bodies. This raises 
the question whether generally work for  third parties 
can be  done  without jeopardizing the objectives of  
the multiannual programme. 
(')  COM (79) 121 final o f  19. 3. 1979 — Multiannual pro­
gramme o f  the Joint Research Centre (submitted by 
the Commission to the Council), p. 24. 
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Building activities of the JRC 
I n t r o d u c t i o n  
8.17. The  J R C  establishments in Geel (Belgium), 
Ispra (Italy), Karlsruhe (Germany) a n d  Petten 
(Netherlands) are accomodated in 279 buildings 
covering a total of approximately 280 h a  of lease­
hold land a n d  representing — together with the cor­
responding technical installations — a n  estimated 
value of about  150 M E U A  (peculiarities of the sys­
tem of valuation are dealt  with below). 
Most of the buildings of  the  J R C  establishments are 
over ten years old. 
M a i n t e n a n c e  o f  b u i l d i n g s  
8.18. Considerable expenditure is incurred in 
maintaining these buildings a n d  their installations 
(electricity, water supply a n d  drainage, air condi­
tioning), the supply network for  which is in some 
cases exceptionally long. 
In the  financial plan ( ! )  for  the  1978 budget,  there is 
shown 'expenditure for  the  maintenance of the  
buildings, roads a n d  installations, expenditure for  
safety at work, a n d  the  costs of assistance f rom 
national bodies ' .  
From the description a n d  remarks given therein, 
there is n o  way of judging  whether the appropria­
tions intended for  maintenance of  buildings are in 
proportion tovthe value of  the  buildings concerned. 
Ispra Research Centre on, a systematic basis, a n  
active building programme was included in the  
implementation of the 1977-80 multiannual research 
programme. 
A site development plan provided for  building 
activities amount ing t o  7 M E U A .  This included, 
inter alia, in addit ion t o  400 000 E U A  for  contracts 
with architects, the construction of an  electronics 
building (594 161 EUA),  a climatron hall (189 500 
EUA), an  accelerator building (1 206 497 EUA) a n d  
commitments of about  1 -3 M E U A  for  a n  adminis­
trative building. 
A conference building a t  Geel valued at 424 000 
E U A  a n d  a n  extension t o  replace temporary huts at 
Petten for  290 000 E U A  were not  included in this 
plan,  but  have already been completed. 
It is clear that  building projects should only be  on  
the basis of a plan, particularly as  budget appropria­
tions are required for  construction. An obvious 
shortcoming is the fact  that  neither the  1977-80 mul­
tiannual programme, nor  the  1978 a n d  1979 general 
budgets with the financial plans  for  making availa­
ble appropriations (for 1978/79, about  7 M E U A )  
contain information about  buildings projects. A n  
exception to  this is a reference in the  technical 
annex to  the 1977-80 mult iannual programme of the  
Joint  Research Centre (2) 'specific appropriations in 
excess of the normal sums should enable the follow­
ing alterations: replacement of temporary huts by 
extension of the existing building' .  
Article 16 (2) b c of the  Financial Regulation, how­
ever, states clearly that  the  budget  shall show ' in the  
section for  each Institution, appropriate remarks on  
each subdivision' (3) as  regards the statement of  
expenditure. 
C o n s t r u c t i o n  o f  b u i l d i n g s  
Planning Tendering 
8.19. Whereas in the  years prior t o  1977 i t  was not  
- possible for  a number  of reasons, t o  extend a n d  
renovate the laboratories a n d  other buildings at the  
8.20. According t o  Article 54 of the Financial 
Regulation of 21 December 1977 (4) public works 
( ' )  Financial plan 1978, Part II, Annex to the appropria­
tion account, 1.20, p. 5, General Services — Category 
30. 
(2) Detailed technical proposals — C O M  (76) 171 final 2, 
p. E-1-10/13, German version. 
'(3) OJ N o  L 356, 31. 12. 1977, pp. 7 and 8. 
(«)• OJ N o  L 356, 31. 12. 1977, p. 15. 
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contracts are t o  be  submitted for  the  opinion of the 
Advisory Committee (ACPC-JRC) before a decision 
is taken by the authorizing officer. 
In the course of its work, the  Advisory Committee 
published a document  ( ' )  intended t o  inform the 
services as fully as possible of the regulations in 
force a n d  where necessary t o  facilitate their applica­
tion through explanatory notes. 
This 62-page document  states amongst  Other things 
tha t :  'This vade-mecum will examine mainly the 
procedure for restricted invitations t o  tender, i.e. 
invitations t o  suppliers whom it has  been decided t o  
consult. '  
It is principally the exceptional cases that are dealt 
with. The Financial Regulation of 21 December 
1977 (Article 51) (2) does  allow for  restricted invita­
tions to  tender in some cases, but  the general rule is: 
' Invitations to  tender shall, as a general rule, b e  
published throughout all the Member  States, and ,  
where appropriate, in third countries, t o  the extent 
t o  which this is compatible with development of 
industries in the Communit ies  (Article 50 (2) Finan­
cial Regulation of  21 December 1977)(2). 
In practice, the Joint Research Centre acts as would 
be  expected from the orientation of  the ACPC-JRC 
vade-mecum: the exceptional case has become the 
norm;  none  of the 7 M E U A  worth of building a n d  
conversion projects of  the  J R C  was published in all 
the Member States. 
This overwhelming preference for  the restricted ten­
der is objectionable for  the  reason that  it infringes 
the principle of Council  Directive N o  7 1 / 3 0 5 / E E C  
of 26 July 1971 (3) completed by Council  Directive 
N o  7 2 / 2 7 7 / E E C  of 26 July 1972 (4) (see also legal 
opinion adopted by the  Court  of Auditors on  Arti­
cle 50.2 (5)) — applicable to  all Member  States — 
concerning the coordination of procedures for  the 
award of public works contracts:  
'Whereas to  ensure development  of effective compe­
tition in the field of public contracts it is necessary 
that  contract notices drawn u p  by the authorities of  
Member States awarding contracts be  advertised 
( ' )  Vade-mecum o n  purchases and contracts drawn u p  by 
the Advisory Committee o n  Purchases and Contracts 
. o f  the Joint Research Centre. 
(2)  OJ N o  L 356, 31. 12. 1977, p. 15. 
(3)  OJ N o  L 185, 16. 8. 1971, pp. 5 to 13. 
(4)  OJ N o  L 176,3. 8. 1972, pp. 12 to  13. 
(5)  OJ N o  C 139, 5 . 6 .  1979. 
throughout the Communi ty ;  whereas the informa­
tion contained in these notices must  enable contrac­
tors established in the  Communi ty  t o  determine 
whether the proposed contracts are of interest to, 
t hem;  whereas for this purpose,  it is appropriate t o  
given them adequate information about  the services 
t o  be provided a n d  the conditions attached there­
t o  . .  .'(>) 
For these reasons, the  Advisory Committee should 
in future ensure that public works contracts are pub­
lished in accordance with the provisions of the 
Financial Regulation of 21 December 1977 (2) — i.e. 
at least throughout all the  Member States: — a n d  
should only authorize exceptional cases, if at all, 
when satisfactory grounds are given in writing. 
The  Court  of Auditors is further of the opinion that  
contracts should be  concluded on  the same condi­
tions as those which were submitted t o  the  Advisory 
Committee as being the  result of the invitation t o  
tender (in one  particular case 600 million lire). 
Phrases such as 'it is advisable t o  a d d  about  10 % t o  
take account of the need for  possible adjustments '  
which imply alteration of the  result of the competi­
tion in the above-mentioned case (contract con­
cluded for 615 million lire) are definitely t o  b e  
avoided. 
Remark of the Court on the reply of the Commission 
to paragraph 8.20 
The Commission omits any reference to Article 50 (2) 
of the Financial Regulation of 21 December 1977 (2), 
which clearly states that 'invitations to tender shall, as 
a general rule, be published throughout all the Mem­
ber States'. 
The Court does not share the Commission's opinion 
that an administration building or a conference hall, 
for example, are very highly specialized, and that 
therefore their construction could only be carried out 
by contractors with 'special qualifications' in the sense 
of Article 51 (2) of the Financial Regulation of 21. 12. 
1977(2). 
Furthermore, the Court is of the opinion that the pro­
cedure referred to by the Commission as the 'safety 
margin' technique does not comply with the principle 
of sound financial management. 
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C o m p l e t i o n  o f  b u i l d i n g s  ( p e r m i t s  
a n d  a c c e p t a n c e )  
8.21. The completion of new buildings a n d  con­
version work in the Member  States usually requires 
a n  official permit. This also applies for  the accept­
ance  of such buildings, i.e. clearance being given fo r  
their occupation. 
D u e  t o  the special nature  of  the  J R C  establishments 
(premises o n  leasehold land,  privileges a n d  exemp­
tions), the procedure is different  in the  individual 
centres. 
The  J R C  Ispra a n d  the  Italian authorities differ  as  
t o  who  is responsible for  building permits a n d  
acceptance. 
There was n o  evidence of comprehensive manuals  
of procedure for  the granting of  permits a u d  author­
izing of acceptance. 
D u e  t o  the question of liability in the  event of struc­
tural damage,  it is essential not  only t o  settle the  
procedure relating t o  building permits a n d  accept­
ance,  but  also — if it is the  J R C  that  is responsible 
— to  def ine the responsibilities a n d  required qualifi­
cations of the officials charged with implementing 
the procedure. 
The Court of Auditors considers it important t o  clar­
ify these responsibilities as  soon as possible, a n d  t o  
settle in documentary form the  individual steps of 
the procedure relating t o  permits a n d  acceptance. 
Value of building and insurance 
8.22. According t o  Articles 59 a n d  76 of the  
Financial Regulation of 21 December 1977 ( !) ,  o n  
completion of buildings or  termination of building 
operations, an  inventory should b e  kept of the pro­
perty. Annual  valuation of  the  buildings a n d  instal­
lations is also necessary for  insurance purposes. 
At the J R C  Ispra, the  last valuation was carried ou t  
by the service department  in 1976. 
O n e  contract with a n  Italian insurance company for  
coverage of the buildings a n d  installations at Ispra 
against fire a n d  other risks dates back t o  1967. 
Although it could have, been terminated in 1977, n o  
invitation t o  tender for  the  provision of insurance 
coverage has as yet been  arranged. 
The  Court  of Auditors is of the  opinion that  a more 
favourable premium a n d  thereby a saving of budget­
ary appropriations could have been achieved 
through a public invitation t o  tender,  at least in the  
Member  States (Article 50 of the Financial Regula­
tion of 21 December 1977 (2). In this connection the 
Court  of Auditors considers it necessary that  criteria 
for  valuation be  established a n d  applied as soon as  
possible. 
Use 
8.23. For over ten years buildings or parts of 
buildings at the J R C  Ispra have been let t o  third 
parties, for  example, a bank  a n d  a travel agent. The  
leases d o  not  provide for  the  payment  of an  ade­
quate  rent, and  heating a n d  water are supplied a n d  
cleaning carried out  free of charge. 
It is not  in accord with the  budgetary principle of  
economy to  forego budgetary revenue such as rent 
a n d  cleaning, heating a n d  water charges for  almost 
15 years. 
The  Court  of Auditors is of the  opinion that  where 
buildings or rooms are m a d e  available t o  third par­
ties, consideration must  b e  given t o  the amount  tha t  
should b e  demanded  by  way of payment  a n d  the  
effect that  the lease may  have o n  the  application of  
certain labour regulations 
S u m m a r y  
8.24. The faults that  the  Court  has criticized 
should b e  rectified without delay. 
The  excuse of shortage of appropriate staff cannot  
b e  accepted any longer. 
( i )  OJ N o  L 3 5 6 ,  3 1 .  12. 1977 ,  p p .  16  a n d  19. (2) O J  N o  L 3 5 6 ,  3 1 .  12. 1977 ,  p. 15. 
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The  employment of  auxiliary staff a n d  the subcon­
tracting of work is in general not  the proper way t o  
relieve shortages of staff .  
The  Commission should b e  in a position t o  rapidly 
overcome such shortages f rom its own resources: the  
Commission has at its disposal 537 administrative 
posts for  research a n d  investment of which 
461 relate to  the Joint  Research Centre ( ') .  
— deciding the rate of  Communi ty  participation in 
the expenditure for  research undertaken by 
means of contracts; 
— the rules for determining the amount  of ad­
vances paid to  contracting parties a n d  the ways 
in which these advances are set off  against 
declared expenditure;  
— improving the productivity of the administrative 
work by making the contractual arrangements 
more effective. 
C H A P T E R  33  — R E S E A R C H  A N D  I N V E S T M E N T  
( I N D I R E C T  A C T I O N )  
8.25. Financial impact of the implementation of  
the indirect action research programmes. 
(MEUA) 
C o m m i t ­
ments F'ayments 
Expenditure 1978 6 6  6 9  
Appropriations 
1979 budget  
brought forward from 1978 
Transfers 
27 
130 
21 
83  
6 0  
14 
Total avai lable  • 178 157 
Expenditure 1979 115 105 
Effect of the comments  of the Court  of Auditors in 
its Annual  Report for  the financial year 1978. 
The  Court of Auditors has been informed of a num­
ber of studies in these three areas undertaken by the 
contracts department of  the  Directorate-General for  
Research, Science a n d  Education.  The  study on the 
productivity of administrative work has been com­
municated t o  the Court  of  Auditors a n d  is com­
mented upon in paragraph 8.29 below. 
Certificates of conformity 
8.27. In reply to  comments  of  the Court  of Audi­
tors (2) the Commission declared thai: the  absence of 
original supporting documents  could be  compen­
sated for by declarations that the statements sup­
plied by the contracting parties conform with the 
supporting documents.  
The  Court of Auditors wishes t o  make  it clear that  
these declarations of conformity a lone cannot  take 
the place of documentary proof of the  regularity of  
the expenditure declared a n d  its conformity with the 
terms of the financial annexes t o  the contracts. 
Under  the present system of promoting research by 
means  of indirect action, monitoring the expendi­
ture of the contracting parties is generally accepted 
t o  be  the cornerstone of  internal financial control. If 
as  part of the process of  monitoring certificates of  
conformity are submitted, it should be  done  by 
independent  auditors (national audit bodies or pri­
vate auditors) a n d  under  n o  circumstances by the  
contractors themselves. 
Introduction 
8.26. In its reply t o  the comments  of the Court in 
the 1978 report, the Commission stated that it was 
prepared to  examine the possibilities of strengthen­
ing internal control of indirect research action in 
three areas: 
Remark of the Court on the reply of the Commission 
to paragraph 8.27 
The Commission points out that approximately two-
thirds of indirect action funds relate to contracts with 
( ' )  OJ N o  L 2 3 , 3 1 .  1. 1979, pp.  4 9  a n d  50. ( 2 )  OJ N o  C 326,  31. 12. 1979, pp.  95 ,  9 7  a n d  98 .  
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public bodies. Therefore, it should be relatively easy 
for the Commission to look into the possibilities for 
implementing the Court's suggestion that certificates 
of conformity be submitted by national audit bodies 
for contracts of this kind. The remaining contracts 
could be dealt with by the Commission requiring the 
submission of certificates of conformity by private 
auditors or carrying out on-the-spot visits. 
On-the-spot inspection visits to contracting parties 
8.28. In the absence of  declarations of conformity 
given by private experts or national audit  bodies, 
the on-the-spot inspections of the Commission 
remain indispensable. In the course of 1979 the 
Commission made  three on-the-spot visits, whereas 
some thirty-six in 1978 h a d  already been regarded as 
inadequate.  Furthermore, as  regards the detailed 
execution of these inspections, the Commission 
stated in reply t o  the comments  of the Court  of Au­
ditors that 'since 1970 it has  been using a detailed 
questionnaire for the verification of expenditure' ( ' ) .  
T h e  Court  of Auditors found  that this questionnaire 
had  not  been used either in 1978 or in 1979. It fur­
ther noted that n o  audit  file was m a d e  at the time of 
the  controls and  that the  auditors '  notes were either 
scattered throughout the  administrative files or des­
troyed after drafting of the reports, whose weak­
nesses have already been pointed out .  
In the Court 's  opinion,  the  absence of audit  files 
a n d  audit  notes may  limit the effectiveness of 
on-the-spot inspections. 
The  Commission gave the  following reply (3): 
'As regards the suggestion that  procedures should b e  
altered so as t o  improve internal control without a 
corresponding increase in the  work-load, the Com­
mission has engaged an  outside firm to  carry out  a 
study on reorganizing the  administrative depart­
ments  of D G  XII  and ,  in particular, the internal and  
external control procedures on  the basis of objective 
criteria a n d  in accordance with actual requirements.' 
8.30. The study was confined in scope to  the 
Directorate-General for  Research, Science and  Edu­
cation. None  of the other Directorates-General res­
ponsible for intervention expenditure who are faced 
with the same problems of administration of con­
trols were consulted; the most striking example 
being the Directorate-General for Energy, where the 
number  of contracts is rising apace. 
For reasons of economy, other Directorates-General 
could be  consulted as  a n d  when they have problems 
with the administration of contracts ( D G  J R C ;  D G  
X I X ;  D G  X X  (4)). 
The  study was, moreover, conducted without the 
participation of the 'Management  a n d  organization, 
a n d  establishment' division of the Directorate-Gen­
eral for  Personnel a n d  Administration, in spite of 
the fact that the recommendations could be  applied 
t o  other Directorates-General than D G  XII .  
At the end  of the financial year, n o  decision had  yet 
been taken on the report by the Commission. 
The productivity of the administrative work 
'8.29. In its 1978 report,  the  Court  of Auditors 
stated (2): 'Before a n  increase in the staff of the spe­
cialized contract service is considered it would b e  
appropriate . . .  to  undertake a study t o  determine 
how far  changes of procedure would enable internal 
control t o  b e  strengthened without a corresponding 
increase in the work-load. '  
Information on the progress of the research pro­
grammes 
8.31. In 1978 the Court  of Auditors noted that  the  
Commission is required by Article 7 of the  Euratom 
Treaty to  submit an  annua l  report on  the implemen­
tation of the programmes in the field of nuclear 
research. In the non-nuclear field, the decisions of 
the  Council  for  each programme also make provi­
sion for  the submission of such reports. 
(3) 
(4) 
( ' )  OJ N o  C 326,  31. 12. 1979, p. 98.  
( -)  OJ N o  (" 326. 31. 12. 1979, p. 99 ,  6.57. 
OJ N o  C 326,  31. 12. 1979, pp.  9 9  a n d  100. 
D G J R C :  Directorate-General o f  the  Joint  
Research Centre;  
D G  X I X :  Directorate-General for Budgets;  
D G  X X :  Directorate-General for  Financial  C o n ­
trol. 
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The Court  of Auditors asked for  the reports of 15 
current indirect action programmes. It received the 
following reports: 
1976: Environment;  research a n d  development in 
the energy f ield;  
1977: Biology and  health protection; environment;  
plutonium recycling in light-water reactors; 
management a n d  storage of radioactive 
waste; research a n d  development in the 
energy field; 
1978: Biology and  health protection; environment;  
plutonium recycling in light-water reactors; 
research a n d  development in the energy 
field;  
1979: Biology and  health protection; Community  
Bureau of References; plutonium recycling in 
light-water reactors. 
In several cases the reports cover multiannual pe­
riods whereas the basic legislation required annual  
publication. 
The Court  of Auditors considers these reports on the 
progress of the research programmes as one  of the 
principal instruments of political control over the 
scientific and  financial execution of the research 
programmes. It doubts  whether this, control can be  
properly exercised in the absence of these reports. 
The situation should be  compared with that of direct 
action, where the Joint  Research Centre publishes 
'programme progress reports '  at regular intervals. In 
the Court 's  opinion therefore, the principle of 
annual  submission of reports should be  observed, in 
order to  ensure continuity in the exercise of control. 
Execution of the indirect action contracts 
S c o p e  o f  t h e  a u d i t  
8.32. Having analysed in 1978 the administrative 
a n d  accounting procedures for the management of 
the indirect action research contracts and  discovered 
certain weaknesses in the  system of internal control, 
the Court of Auditors in 1979'undertook a survey of 
the financial execution of these contracts. 
O n  the basis of the accounts  at 30 September 1979, 
the Court sought to  determine the reasons why cer­
tain contracts for  which commitment had  been 
made  prior t o  1 January 1979 registered n o  activity 
in the first nine months  of 1979. 
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Of the approximately 1 350 contracts appearing in 
the accounts at that date ,  488 contracts came within 
this definition. 
The balance outstanding on  these contracts 
amounted to  approximately 17 240 000 EUA. 217 of 
these contracts were examined,  representing sums 
outstanding of approximately 9 095 000 EUA. 
(1 000 EUA) 
Contracts concluded Number of 
contracts 
Value of sums 
outstanding at 
30 September 
1979 
Before  1976 7 35  
1976 3 9  1 9 6 8  
1977 . 91 4 3 5 6  
1978 8 0  2 7 3 6  
Total  217  9 095  
These 217 contracts originally represented a total of  
some 16 065 000 E U A ( 1 )  of Communi ty  participa­
tion in research expenditure. 
R e s u l t s  o f  a u d i t  
i 
8.33. In summary, the  review gave the following 
results. (It should be  noted that the  same contract 
can show various anomalies;  in this case it will b e  
mentioned as many times as the  anomalies it con­
tains): 
— 26 commitments worth approximately 668 000 
EUA were n o  longer necessary at the time of 
audi t ;  
— in the case of 71 contracts nothing more than a n  
advance payment h a d  been effected, without 
any statement of expenditure f rom the contract­
ing party; of these 71 contracts, 38 had  expired; 
— in 67 cases, the Commission had  been obliged 
t o  suspend payment ;  in 19 cases because the  
documents  presented in evidence of expendi-
( ' )  E U A  rate o f  1. 10. 1979. 
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ture by the contracting party were not  in con­
formity with requirements of the  financial 
annex ;  in 15 cases because the  scientific reports 
had been judged inadequate  or had  not  been 
submitted at all, while in 33 cases the file gave 
n o  indication of special reasons for  suspending 
payments;  
— in 61 cases contracts h a d  at the time of the  
review expired bu t  the  balance owing had  not  
yet been paid.  Of  these 61 contracts 29 h a d  
expired before 1 January  1979 a n d  represented a 
total of approximately 800 000 E U A  in commit­
ments still to  b e  sett led; 
— in 9 cases payments  h a d  been made  by the  
Commission in excess of those stipulated by the 
terms of the contracts. The total of overpay­
ments amounted  t o  approximately 407 000 
E U A ;  
— in 69 cases, the contractual clause requiring the 
contracting party t o  send in a half-yearly state­
ment of expenditure h a d  not  been respected; 
this may well have been a major  factor in the 
under-utilization of the payment  appropriations 
of certain programmes;  
— in 76 cases, the advances for  covering the initial 
expenses of the contracting party were paid 
more than six months  af ter  commencement  of 
the research work;  
Presentation of financial information 
C o m m i t m e n t s  o u t s t a n d i n g  
8.35. The internal rules of the .  Commission ( ' )  
provide for an  annual  revision of the commitments 
outstanding, which is then referred t o  the Financial 
Controller for  approval.  For  the indirect action pro­
jects n o  serious effort  was made  in this direction 
either at the end of 1977 or  a t  the end of 1978. A 
brief survey revealed that  at 30 September 1979 
there was a total of approximately 668 000 E U A  in 
unnecessary commitments dating f rom these two 
financial years (see 8.33 above). 
The delay in correcting the  accounts has two major  
consequences:  
— it distorts the revenue a n d  expenditure account 
by giving an  incorrect picture of the actual state 
of utilization of the  appropriat ions;  
— it artificially freezes appropriations which could 
be  usefully employed for  research projects. 
The Court  is of the opinion that,  in this field, the  
accounts of the indirect action projects must b e  
revised on  a regular basis by the authorizing officer 
at the beginning of each financial year, if the  
accounts are t o  be  up-to-date a n d  the regulations 
duly applied. 
— in 67 cases, the contract had  been signed more 
than six months  af ter  commencement  of work;  
— in 4 cases, the contract had  been extended by a 
rider signed more than six months  after  the 
main contract had  expired;  
— in 26 cases, the contract had  been extended for  
one  year or more without any change in the sub­
ject of the research work. 
8.34. The number  of  anomalies shows that the 
necessity for strengthening both the financial a n d  
scientific supervision of these contracts, which was 
pointed out in the Court ' s  comments  in 1978, is now 
all the more urgent. As the  findings above show, the 
delays are not entirely administrative in origin. 
The  Court  therefore considers it imperative that  
priority be  accorded t o  resolving these problems in 
the management  of the  contracts a n d  that  studies of 
the problems should quickly give way t o  the  appli­
cation of reforms. 
The accounting systems for direct and indirect action 
projects 
8.36. Title VII of the  Financial Regulation (2) 
treats research a n d  investment appropriations as  a 
coherent whole subject t o  special rules. In  practice, 
however, there are differences in the  ways in which 
the basic rules are applied t o  direct action projects 
a n d  indirect action projects. The  following exam­
ples are in n o  way exhaustive: 
— the staff appropriations for  indirect action pro­
jects  are fixed for  the duration of the 
( ' )  Internal rules o n  the implementat ion  o f  the  general 
budget  o f  the European C o m m u n i t i e s  — C o m m i s ­
s ion ,  5th edit ion,  A n n e x  111, Article 10 paragraph 2 ,  
p. 76. 
( 2 )  OJ N o  L 356,  31. 12. 1977 a m e n d e d  b y  Counc i l  Regu­
lation ( E E C )  N o  1 2 5 2 / 7 9 ,  2 5 . 6 .  1979, OJ N o  L 160, 
2 8 . 6 . 1 9 7 9 .  
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programme whereas those  fo r  direct action pro­
jec t s  a re  reassessed each year ,  although in both  
cases the  salaries a re  those of officials, which a r e  
subject t o  the  s ame  changes;  
— whereas the  cost of  s taff  fo r  indirect action pro­
jects is charged t o  research a t  a rate correspond­
ing t o  the  category o f  each member  of staff con­
cerned, for  the  direct action projects a n  average 
is taken of  the  cost  of  t he  staff  employed o n  
research, all categories be ing lumped  together;  
this average is calculated with the  aid of  t he  
'scientific divisions'  appropriat ion account ;  the  
result of this practice is t o  el iminate the  differ­
ence  in costs arising f rom the  employment  of  
different  categories of  staff  o n  the  research pro­
ject  a n d  t o  favour  those  projects employing 
more  highly qualif ied s t a f f ;  
— for  indirect action projects,  the  operat ing 
expenditure of  t he  Directorate-General is no t  
charged t o  research, whereas fo r  direct action 
projects it is. Thus ,  o u t  of  445 posts  allocated t o  
the  Directorate-General f o r  Research, only 346 
were charged t o  the  research budget .  
T h e  Council  decisions establishing the  research 
programmes would  no t  appea r  sufficient justifi­
cation for  such a distortion of  the  information,  
as  the  Commission cl.aims ( ' ) ;  
— expenditure o n  preparing new indirect action 
programmes is no t  included in the  research 
budget ,  whereas with direct action programmes 
it is. 
The  Court  is of the  opin ion  tha t  these differences in 
account ing practice between direct action projects 
a n d  indirect action projects m a k e  it difficult  to  com­
pare the  two a n d  it would  appea r  desirable, in the  
interests of honest  presentat ion of  the  financial 
information,  for  both t o  b e  treated consistently. 
significant influence o n  the  presentation of t he  
financial information.  An  example  may  serve t o  
illustrate this. 
In 1978, the  Commiss ion entered its contribution t o  
the  Joint  European Torus  (JET) under taking in the  
accounts  o n  the  basis of  the  J E T  budget  expressed 
in payment  appropriat ions.  This was  in respect of  
both  commitment  appropr ia t ions  a n d  payment  
appropriat ions unde r  Item 3351 of  the  general 
budget .  
In 1979 the  Commiss ion  retained the  s ame  
approach  for  its payment  appropria t ions  bu t  used a 
new method for  its commi tment  appropria t ions  by  
entering its contribution in the  accounts  o n  the  basis 
of the  J E T  budget  expressed in commitment  appro­
priations. 
If the  same  method  h a d  been  used in 1979 as  in 
1978 for  these commitment  appropriat ions,  the  1979 
commitments  would have  amoun ted  t o  32 M E U A  
a n d  not  60-8  M E U A ,  i.e. a difference of  
28 -8  M E U A .  This change  ,in method  enabled the  
Commission t o  present t o  the  budgetary authority 
a n  improved rate of  utilization of  the  commitment  
appropriat ions allocated t o  JET .  These  operat ions 
took place in May  1979. T h e  report o n  the  
Communi t ies '  financial situation for  the  second 
quarter  of  1979, presented t o  the  budgetary authority 
in accordance with Article 29 of  the  Financial Regu­
lation, makes n o  reference t o  this change  in method .  
Such a practice is a serious breach of the  generally 
accepted accounting principle that  the  account ing 
methods  are assumed t o  remain constant  f rom o n e  
financial year t o  the  next  a n d ,  consequently,  pu t s  in 
question the  authenticity of  the  accounts  presented 
t o  the  budgetary authority.  
This change in method  without  expressly informing 
third parties contravenes the  spirit of  the  four th  
Counci l  Directive of 25 July  1978 (2). 
— for  indirect action projects,  mission expenses 
are treated as  specif ic expendi ture  fo r  research 
whereas fo r  direct action projects they are  
absorbed in general administrat ive expendi ture ;  
the  expenditure fo r  a few projects is thus  spread 
a m o n g  all the  activities; 
Changes in accounting methods 
8.37. T h e  changes m a d e  f rom o n e  financial year  
t o  another  in the  account ing  methods  can  have  a 
(')  OJ N o  C 326, 31. 12. 1979, p. 84. 
8.38. The  Court  is of  the  opinion that ,  when 
changes in method are  required t o  enable  the  
accounts  t o  represent t he  facts  more faithfully,  it is 
essential that these changes  should  b e  brought  t o  the  
attention of the  budgetary authority,  a n d  their effect  
clearly shown in accounts  presented o n  the  basis of  
the  old  a n d  new methods .  
(2)  OJ N o  L 222, 14. 8. 1978 'Fourth Council Directive o f  
25 July 1978 based o n  Article 54 (3) (g) o f  the Treaty 
on the annual accounts o f  certain types o f  companies' 
Article 3, 31-1-b, 31-2. 
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J O I N T  E U R O P E A N  T O R U S  (JET)  J O I N T  
U N D E R T A K I N G  
8.39. The J E T  financial statements for 1979 as 
submitted for audit show that the expenditure of the 
joint undertaking in the year ended on 31 December 
1979 was just over 30 MEUA, 8 0 %  of which has 
been financed by the Commission. In carrying out 
the audit of these financial statements, staff of the 
Court have visited the project on several occasions 
to review financial procedures and accounting sys­
tems and to undertake such tests of records and 
transactions as they have considered necessary. As a 
result of this examination, the Court has issued an 
audit report which concludes that the J E T  financial 
statements for 1979, as submitted for audit, present 
fairly the financial position of the joint undertaking 
as at 31 December 1979 and the income and 
expenditure for the year ended on that date. The 
audit report does, however, make certain recommen­
dations concerning the financial management of the 
joint undertaking. 
Table 1 — Energy action programmes — Utilization of payment apppropriations 1974-1979 
Item 3200 — Hydrocarbons  — Technological  development  
Payment appropriations 
T y p e  o f  ap­
propriat ion 
( ' )  
Year  Currency  
Brought for­
ward f r o m  
prev ious  year  
Current  year  
budget  
Tota l  avai l ­
a b l e  i n  year  
Ut i l i zed  (pay­
m e n t s  m a d e  
in year)  
Cance l l ed  
Carried for­
ward t o  fol­
lowing  year 
N - D  1974 m.u.a.  0 25 25 0 0 25 
N - D  1975 m.u.a.  25 25 50 25 -5  0 24 -5  
N - D  1976 m.u.a.  24 -5  28 52-5  15-7 8 - 8  28 
D 1977 m.u.a.  28 23 51 11-9 18-8 2 0 - 3  (3)  
D 1978 M E U A  18-1(3) 30 48-1  16-3 1-8 30 
D 1979 M E U A  30  29 -9 (2)  59-9  17-7 . 12-3 29 -9  
1974 
t o  1979 
m.u.a.  + 
M E U A  160-9 87-1 41 -7 
( ' )  N - D  = 'non-di f ferent ia ted '  appropr ia t ions ;  D = 'd i f ferent ia ted '  appropriat ions.  
( 2 )  Initial budget  31 M E U A  less transfers  1-1 M E U A .  
( 3 )  T h e  dif ference between t he  1977 a m o u n t  carried forward  a n d  t he  1978 a m o u n t  brought  forward is d u e  t o  conversion f rom 
u.a.  t o  E U A .  
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Table 2 — Energy action programmes — Utilization of payment appropriations in 1979 
IM L UA i 
Payment appropriations Percentage uti l iz­
ation 
Budget 
reference Programme 
1979 
budget Transfers 
Brought 
forward 
f rom 
1978 
Total 
Paid 
in 
1979 
of  total 
appro­
priations 
of  1979 
appro­
pria­
tions ( ' )  
Pro­ 3200 Hydrocarbons-technological  
g rammes  development  projects 31 - 1 1  30 59-9  17-7 30 0 
with legal 
basis in 
1979 
3201 Hydrocarbons  prospecting t / e  
— t 5 5 1 0  20 — 
321 Uranium prospecting 3 
— 
5 - 2  8 - 2  6 - 2  76 33 
3240 Energy-saving programme 7 
— 
2 9 0 - 4  5 0 
3.241 N e w  sources o f  energy 9 - 5  
— 
4 13 5 3 1  23 0 
Subtotal  5 0 5  - 1 - 1  46 -2  9 5 - 6  2 8 - 4  30 2 
Pro­ 3230 Use  of  coal in power-stations t / e  _ 0 0 _ _ 
grammes  
without  le­
gal basis  
in 1979 
3231 
3232 
Aids  fo r  coal stocks 
Aids  for  t rade in power-
station coal 
t / e  
t / e  
0 
0 
0 
0 
Subtotal  323 Operat ions  in coal  sector ' — — — 0 0 — — 
Studies 328 Studies in energy sector t / e  1 1  
— 
1 1  0 - 4  36 36 
G r a n d  
32 total 50 -5  0 4 6 - 2  9 6 - 7  . 28 -8  30 3 
( ' )  Payments  m a d e  in 1979, less appropr ia t ions  brought  forward  f rom 1978 a n d  utilized in 1979, a s  a percentage o f  appro­
priat ions in the  1979 budget .  
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CHAPTER 9 — COOPERATION WITH DEVELOPING 
COUNTRIES AND NON-MEMBER STATES 
(Title 9 of the budget) 
SUMMARY O F  CONTENTS Paragraph 
reference 
General financial information 9.1 to 9.3 
Food aid 9.4 to 9.15 
Financial and technical cooperation with non-asso­
ciated developing countries 9.16 to 9.18 
Specific cooperation projects 
— Agreements concluded with UNRWA 9.19 to 9.22 
— European Association for Cooperation 9.23 to 9.25 
— Cooperation projects undertaken by non-govern­
mental bodies 9.26 to 9.31 
Emergency aid 9.32 to 9.42 
Cooperation with non-member countries 9.43 to 9.49 
G E N E R A L  FINANCIAL INFORMATION 
9.1. In 1979 the appropriations for payment entered under 'Cooperation with devel­
oping countries and non-Member States' and the payments made against these appro­
priations, were as follows: 
Appropriations available and payments 
(Title 9) (MEUA) 
Appropr ia l ions  for  p a y m e n t  
Payments  in 
1979 
-
Carried 
o v e r  f r o m  
1978 
For  1979 ( ' )  Total  availa­ble  in 1979 
% used 
Food aid (Chap. 92) 100 07 296-04 396-11 259-00 65-4 
Financial and technical coopera­
tion with non-associated devel­
oping countries (Chap. 93) 40-66 59-62 100-28 23-11 23-1 
Specific measures for coopera­
tion with developing countries 
(Chap. 94) 2-61 12-69 15-30 13-97 91 -3 , 
Exceptional measures to assist 
developing countries and non-
member countries (Chap. 95) 42-00 42-00 38-50 91 -7 
Cooperation with non-member 
countries (Portugal, Mediterra­
nean countries, Maghreb and 
Mashreq countries) (Chap. 96) 97-50 131-29 228-79 70-80 30-9 
Total 240-84 541-64 782-48 405-38 51-8 
( ' )  Including transfers of appropriations. 
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9.2. Title 9 of the budget,  however, by n o  means  
includes all Communi ty  expenditure in respect of 
cooperation with developing countries in 1979. The  
overall picture must also take into account :  
— payments under  the  European Development 
Fund (EDF),  which remain outside the frame­
work of the budget  (462-28 MEUA).  This 
expenditure is broken down a n d  examined in 
the E D F  section of this report ;  
— export refunds o n  food  aid charged to  the 
E A G G F  Guarantee  Section (300-69 MEUA).  
Account should also b e  taken, where appropriate, of 
advances made  to  Member  States for the implemen­
tation of food aid programmes which have not  yet 
been charged to  the budget  at the close of the finan­
cial year (32-28 MEUA).  
F O O D  A I D  
Comments arising from examination of the accounts 
9.4. As a result of criticism of the food aid opera­
tions in the past few years, the European Parliament 
on  18 April 1979 invited the Court  of Auditors t o  
prepare a special report on  the  subject. 
This report, which has n o w been submitted t o  the 
European Parliament, gives a critical account  of  
Communi ty  food aid f rom its inception until 1979, 
through the various stages of implementation. T h e  
present annual  report will therefore concentrate 
upon  the utilization of  appropriations in 1979 a n d  
the findings made,  o n  the  basis of records a n d  
on-the-spot visits, in respect of the implementation 
of the 1979 food aid programme. 
In general, the management  of food  aid showed n o  
notable improvement, not  the least because the draf t  
regulation t o  modify the  policy a n d  management  of 
this aid, submitted by the  Commission in January 
1979, is still before the Council .  
9.3. Thus in 1979, the total financial contribu­
tions (in terms of payments)  of the Community t o  
developing and  non-member  countries amounted t o  
some 1 168 MEUA,  not  including the advances 
mentioned in the previous paragraph. 
B u d g e t a r y  m a n a g e m e n t  o f  t h e  
a p p r o p r i a t i o n s  a n d  t h e  a d o p t i o n  o f  
t h e  a n n u a l  p r o g r a m m e  
9.5. The appropriations initially entered in the  
1979 budget may be  summarized as follows: 
(MEUA) 
Product Programmes 
Appropr ia t ions  
, T i t l e  6 
(Expor t  refunds 
o n  food a i d )  
Appropr ia t ions  
T i t l e  9 
( F o o d  a i d )  
T o t a l  
C e r e a l s  ( a )  p r e v i o u s  
( b )  1979 
3 - 6 0  
5 3 - 8 0  
4 - 8 2  
9 6 - 1 2  
8 - 4 2  
1 4 9 - 9 2  
S k i m m e d -
m i l k  p o w d e r  
(a )  p r e v i o u s  
( b )  1979 
3 1 - 6 0  
1 2 5 - 0 0  
2 2 - 2 7  
8 7 - 9 4  
5 3 - 8 7  
2 1 2 - 9 4  
Butteroil  ( a )  p r e v i o u s  
( b )  1979 
2 2 - 0 0  
1 1 4 - 1 0  
1 1 - 9 9  
6 2 - 2 5  
3 3 - 9 9  
1 7 6 - 3 5  
S u g a r  ( a )  p r e v i o u s  
( b )  1979 
t o k e n  entry 
1 - 7 0  
t o k e n  entry 
1 - 4 5  
t o k e n  entry  
3 15 
O t h e r  p r o d u c t s  
— t o k e n  entry t o k e n  entry t o k e n  entry 
M i s c e l l a n e o u s  
— 
— 
0 - 5 0  0 - 5 0  
Tota l  3 5 1 - 8 0  , 2 8 7 - 3 4  6 3 9 - 1 4  
9.6. The budgetary estimates of Title 6 ( food aid part) were totally unrealistic, as  
can be seen from the. table below: 
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(MEUA) 
Initial ap­
propriations 
1979 
Actual utiliz­
at ion in 
1979 
% 
used 
Previous 
programmes 
1979 programme 
1
 Total 
57 -20  
294-60  
233-80 
66 -90  
408-7  
22-7  
351-80  300-70 85-5  
9.7. The same applies for the appropriations of 
Chapter 92, which amounted to 287-34 MEUA, plus 
100-07 MEUA carried over from 1978 and 8-7 
MEUA transferred from other budget headings, i.e. 
396-11 MEUA in total, of which 137-11 MEUA 
(34 -6 %) were again carried forward to 1980. 
Taking into account the appropriations carried over 
from the financial year 1978, the budgetary situation 
in respect of Chapter 92 may be shown as follows: 
(MEUA) 
Product Programmes 
Carried 
over  from 
1978 
Appropr. 
1979 Transfers Total 
Total pay­
ments  
Appropr. 
carried 
over  t o  
1978 
Cereals 
Skimmed-
milk 
powder 
(a) previous 
(b) 1979 
(a) previous 
(b) 1979 
14-44 
46-83  
4 - 8 2  
96-12  
22-27 
87-94  
+ 9 
- 4 
+ 0 
- 2 
63 
80 
33 
33 
28 
91 
69 
85 
89 
32 
43 
61 
28 
59 
69 
25 
89 
52 
43 
31 
31-80  
60 -30  
Butteroil. (a) previous 
(b) 1979 
38-61 11-99 
62-25 
+ 11 
- 11 
08 
08 
61 
51 
68 
17 
61 
13 
68 
48 37-69  
Sugar (a) previous 
(b) 1979 
0 - 0 9  token 
entry 
1 -45 
+ 0 17 0 
1 
26 
45 
0 26 
1 45 . 
Other products 
Other expenditure 0 - 1 0  0 - 5 0  
+ 5 70 5 
0 
70 
60 
0 
0 
27 
16 
5-43  
0 - 4 4  
Total 100-07 287-34  + 8 70(')  396 11 259 00 137-11 
(')  Increase by transfers from other chapters o f  Titles 8 and 9. 
9.8. In addition, the appropriations for pro­
grammes prior to 1979 amounted to 39 08 MEUA 
in the initial budget, but had to be increased by 54 % 
(21-2 MEUA) by drawing upon the appropriations 
for the 1979 programme. 
introducing differentiated appropriations, especially 
since the Community has already in practice entered 
into multiannual commitments in respect of food 
aid, for example under the Food Aid Convention 
and the Flood II programme with India. 
Two different methods of calculating appropriations 
are used for the same article: 
— for the previous programmes, the appropriations 
requested are calculated by reference to the 
quantities that the Commission expects to be  
able to deliver, 
— for the 1979 programme, the appropriations are 
calculated on the basis of the quantities given in 
the programme, although it is clear that part of 
the aid will not b e  delivered in the same year. 
9.9. The appropriations entered in the 1979 
budget covered the supply of 720 500 tonnes of 
cereals, 150 000 tonnes of skimmed-milk powder 
and 45 000 tonnes of butteroil to various countries 
and organizations and 6 153 tonnes of sugar for 
Palestinian refugees. 
The Court would reiterate its opinion that more real­
istic budgetary estimates can only be achieved by 
The allocation of these supplies may be summarized 
as follows: 
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(tonnes) 
Beneficiaries Cereals 
Sk immed-
mi lk  pow­
der 
Butteroil 
Countries: 
Bangladesh 100 000 
— 
3 000 
Egypt 90  000 5 000 2 800 
Vietnam 86 000 15 000 4 000 
Pakistan 50 000 — 1 000 
Sri Lanka 19 000 — 200 
Mozambique 16 500 1 000 250 
Madagascar 14 000 500 
— 
India 
— 
31 000 12 700 
Sahel region 66 500 5 930 1 755 
Middle East 11 000 2 295 1 975 
Others 82 000 17 700 3 640 
Organizations: 
international 137 500 41 800 13 200 
non-governmental 
— 
25 000 
— 
Contingency 
reserve 48 000 4 775 480 
Total 720 500 150 000 45 000 
T h e  Commission sent  its proposal  f o r  allocation 
between the  various beneficiaries t o  the  Counci l  o n  
16 March 1979, bu t  t he  latter d id  no t  adop t  the  pro­
posal  until 8 May  1979. 
Late adopt ion  of  the  p rogramme greatly reduces t he  
effectiveness of  the  f o o d  a id ,  which is delivered, a t  
least in part ,  a t  the  t ime o f  the  harvest in the  benef i ­
ciary countries. In  normal  circumstances,  the  local 
communit ies  generally prefer  t o  eat  home-produced 
foods tuf fs  since they best  correspond t o  their eat ing 
habits.  It is only in t he  event of  f amine  o r  other  
disasters o r  in the  period between two  harvests tha t  
international aid meets  with some  success ( for  
example  in the  countries of  the  Sahel, this period is 
f rom J u n e  t o  Oc tober /November ) .  
It is, moreover, advisable t o  distribute t he  food  a id  
a t  the  point  when the  need  fo r  supplies becomes  
apparent  (taking into account  commercial  imports),  
in other words jus t  before  the  between-harvest per­
iod,  since at that  period in a great many  countries 
the  rains make  the  roads  impassable  fo r  several 
months  a n d  it becomes very diff icult  t o  supply  the  
outlying regions, where t he  need  is usually greatest. 
Food  aid distributed a t  t he  right t ime no t  only con­
stitutes a major  nutri t ional contribution a t  a po in t  
when foodstuffs  are in short supply,  bu t  also helps  
t o  curb  the  sharp  price rises tha t  are a characteristic 
feature of  periods of  shortage. T h e  sudden  increase 
in prices of ten compels  farmers  t o  sell forward their 
next  harvest at a p i t tance in order  t o  survive. 
T h e  Cour t  r ecommends  tha t  in fu ture  the  delivery 
da t e  b e  negotiated with the  beneficiary States a t  t he  
outset  a n d  express reference b e  m a d e  thereto in the  
agreements concluded with these States — which 
implies adopt ion  of  t he  annua l  programme imme­
diately af ter  the  budget .  
9.10. The  table below analyses b y  country of  ori­
gin of supplier the  f o o d  a id  operat ions  charged t o  
the  Communi ty  budge t :  
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(MEUA) 
M e m b e r  State  Cerea l s  S k i m m e d -
mi lk  p o w d e r  
Butteroil  
( ' )  Others  Total  
FR o f  Germany 10-32 121 97 86 41 218 70  
France 62-55 4 53 33 12 
— 
100 20 
Italy 21-42 . — — — 21 42 
Netherlands 6-91 11 46 24 00  — 42 37 
Belgium 13-02 58 69 37 25 
— 
108 96  
Luxembourg 
— 
3 89 2 94  
— 
6 83 
United Kingdom 0 - 0 9  1 20 2 34  
— 
3 63 
Ireland — 17 96  3 92 — 21 88 
Denmark 
— 
2 58 15 12 
— 
17 70 
Total payments via the 
Member States 114-31 222 28 205 10 541 69 
Direct payments from the 
Commission 8 - 3 6  7 07 1 88 0 - 6 9  18 00  
Total payments 122-67 229 35 206-98 0 - 6 9  559 69  
Allocated: Title 6 34-26  134 61 131 82 300 69  
Title 9 88-41 94  74  75 16 0 - 6 9  259 0 0  
(')  The butteroil may have been processed by a supplier from another country. 
9.11. In accordance with Article 102 of the Finan­
cial Regulation applicable to  the general budget of 
the European Communities, the food aid pro­
gramme, as soon as it is approved by the Council, is 
made the subject of a proposal for a single commit­
ment. 
The Court of Auditors considers that Article 102 
should be interpreted so as not to exempt the Com­
mission from making a separate commitment upon 
conclusion of each agreement between the Commis­
sion and a food aid recipient. This will make it eas­
ier to follow the utilization of the appropriations 
and ensure that all tender awards, certain of which 
represent expenditure of 50 MEUA, are subject to 
the prior approval of the Financial Controller, which 
is not the case at the moment.  
The same applies when the Commission decides 
upon a food aid operation involving products pur­
chased and shipped in non-member countries. 
In the case of a purchase of maize from Kenya for 
delivery to Zambia, the absence of an individual 
commitment led the Financial Controller of the 
Commission to withhold approval of the payment 
order for this purchase and the operation, which had 
none the less been the subject of a binding contract 
with Kenya, had to be  cancelled several months 
later. 
The Court of Auditors would also draw attention to 
the fact that in 1979, a sum of 17-7 MEUA was 
reimbursed to Denmark and charged against Chap­
ter 92. This amount, however, included 10-5 MEUA 
in refunds which Denmark had failed to identify 
separately and which should have been charged 
against Title 6. 
\ 
An error of this nature indicates a serious deficiency 
in the management and  monitoring of this expendi­
ture. It is equally regrettable that the last formal 
clearance of food aid expenditure dates back to the 
financial year 1974. 
9.12. In the 1980 programme, submitted to  the 
budgetary authority by the Commission on 
22 February 1980, it is stated that under the 1979 
programme the following volume of food aid was 
delivered: 
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(tonnes) 
Product Still t o  be deliver­
ed at 31. 12. 1978 1979 programme 
Del ivered o r  in 
the course of  de­
livery in 1979 
Still t o  b e  deliver­
e d  at 15. 1. 1980 
C e r e a l s  8 6 9 1 3  7 2 0  5 0 0  6 6 2  8 6 3  1 4 4  5 5 0  
S k i m m e d - m i l k  p o w d e r  1 3 8  7 3 5  1 5 0  0 0 0  2 1 0 3 1 1  7 8  4 2 4  
B u t t e r o i l  3 6  2 8 0  4 5  0 0 0  . 7 0  8 5 2  1 0  4 2 8  
S u g a r  • ' — 6 1 5 3  — 6 1 5 3  
As the  individual commitments  are no t  recorded,  n o  
reconciliation is possible between these figures a n d  
those  of  the  budget  accounts .  T h e  latter show differ­
ent  figures, namely tha t  a t  31 December  1979, t he  
f o o d  aid still t o  b e  delivered amoun ted  t o  approx.  
300 700 tonnes  of cereals, 138 600 tonnes  of  
skimmed-milk powder ,  34  800 tonnes  of butteroil 
a n d  6 153 tonnes  of  sugar  ( tonnage t o  b e  compared  
with the  last column of  t he  table  above).  
T h e  Cour t  considers tha t  it is wrong fo r  the  C o m ­
mission t o  supply di f ferent  sets of  figures t o  t he  
budgetary authority, depend ing  o n  which of its 
depar tments  compiles them.  
Comments arising from on-the-spot audits 
9.13. From its audi ts  u p o n  records a n d  o n  the  
spot  (three visits t o  ports  o f  shipment  in the  C o m ­
munity ,  two visits of  inspection devoted entirely t o  
f o o d  aid in India  a n d  Egypt,  a n d  visits t o  Rwanda ,  
Madagascar ,  Niger a n d  U p p e r  Volta in connect ion 
with the  European Development  Fund)  the  princi­
pal f indings of the  Cour t  a re :  
— various deliveries, in particular some  5 000 
tonnes  of rice, which were in tended fo r  disas­
ter-stricken communit ies ,  were unf i t  f o r  h u m a n  
consumpt ion.  T h e  present  regulations appea r  t o  
give n o  clear def ini t ion of responsibilities; 
— a n  intervention agency responsible fo r  mobiliz­
ing the  aid was still awarding contracts t o  a f irm 
w h o  in the  past  h a d  rpade several deliveries 
(amount ing t o  over  5 000 tonnes)  of  a dub ious  
quality, despite opposi t ion f rom the  Directo­
rate-General fo r  Development  of the  Commis­
sion, which was  brought  t o  the  at tention of t he  
Directorate-General fo r  Agriculture; 
— 1 500 tonnes  of  skimmed-milk powder  initially 
b o u n d  fo r  K a m p u c h e a  were in the  e n d  sent  t o  
Somalia without  t he  agency responsible being 
informed.  These  bags  arrived in Somalia  
marked 'G i f t  of  t he  E E C  t o  the  Kampuchean  
populat ions ' .  T h e  reference t o  the  ' E E C ' ,  
moreover,  d id  n o t  comply  with the  invitation t o  
tender,  which st ipulated use of  the  words 'Euro­
pean Economic  C o m m u n i t y ' ;  
— some  deliveries were implemented a t  a t ime 
when the  aid was n o  longer necessary; 
— a large part of C o m m u n i t y  aid is still sh ipped 
o n  vessels which are  no t  registered either in a 
Member  State of  t he  Communi ty  o r  in the  State 
receiving the  a id .  N o r  is the  condi t ion of t he  
vessels used subject  t o  a n y  check;  
— a n  emergency a id  of  skimmed-milk powder  
requested o n  14 J u n e  1979 by a non-governmen­
tal organization fo r  Nicaragua was delivered by 
p lane  o n  12 September  1979. T h e  organization 
concerned notif ied the  Commiss ion  that  at t he  
beginning of  September it had  received a ship­
load of 2 0 0 0  tonnes of skimrned-milk powder  
f r o m  another  d o n o r ;  
— a part  of the  f o o d  a id  in tended  fo r  f ree  distribu­
tion had  t o  b e  sold b y  a recipient country which 
was  unable  t o  marshall  the  resources needed  fo r  
free distr ibution; 
— the  bags of milk powder  bea r  n o  instructions fo r  
use nor  the  da te  of  manufac tu re  (unless this was  
in code  form);  
— the  bags of vitaminized milk powder  bea r  n o  
mention of  a date-limit  o n  the  potency of  t he  
vitamins (in principle six mon ths  af te r  the  da t e  
of  manufac ture) ;  
— vitaminized milk powder  was  used  in o n e  coun­
try t o  manufac ture  cheese. T h e  obvious  effect  of  
processing was t o  destroy the  vitamins, so tha t  
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the vitaminization costs, in the region of 100 
EUA per tonne, were wasted; 
— the unit in which the vitaminized milk powder is 
packed is often too large (bag containing 25 kg 
in bulk) and the quality of the packaging has 
been criticized. 
Remark of the Court on the reply of the Commission 
to paragraph 9.13, last indent 
Vitaminized milk powder manufactured for technical 
reasons from fresh milk is intended for direct human 
consumption and is thus not affected by the first part 
of the Commission's reply, which refers to ordinary 
milk powder. The Court did not find that any sizeable 
quantity of vitaminized milk powder had been 
delivered in smaller packages: the existence of such a 
possibility does not appear to have been sufficiently 
publicized. 
T h e  o b l i g a t i o n s  o f  t h e  r e c i p i e n t  
c o u n t r i e s  
9.i4. Although this question is examined in detail 
in its special report, the Court wishes to mention 
here its principal comments. 
The Community imposes upon the countries receiv­
ing food aid a series of obligations which are often 
not fulfilled in practice or which in certain cases run 
counter to the purpose of the aid.' 
The Court recommends that in future the Commis­
sion should no  longer impose upon the recipient 
States a general set of conditions but that each case 
should, be  negotiated separately and adapted to the 
capacities and actual needs of these countries, as 
should the time at which the aid is to reach them, 
mentioned above. 
Once these obligations have been entered into, it is 
necessary for the Commission to scrupulously moni­
tor their observance. 
Remark of the Court on the reply of the Commission 
to paragraph 9.14 
The Court has found that certain recipient countries, 
particularly the poorest when faced with an urgent 
requirement tend to accept any 'conditions put to them, 
even if they know perfectly well from the outset that 
they will never be able to fulfil them. 
Conclusions 
9.15. Food aid in 1979 involved a budgetary 
expenditure of 559-69 M E U A  (259 MEUA under 
Title 9 and 300-69 M E U A  under Title 6). Despite 
the weaknesses that were found,  it not only made 
possible the supply of considerable amounts of food 
to a large number of persons in need but also ena­
bled many countries to  save the tens of millions of 
EUA in foreign exchange needed for the purchase 
of vital foodstuffs, which would otherwise have 
placed a heavy burden on their balance of pay­
ments. 
The purpose of the Court 's comments is to move the 
Commission to improve the management of food 
aid in all respects, in particular by assigning the 
necessary staff to this sector. 
FINANCIAL A N D  TECHNICAL COOPERATION 
WITH NON-ASSOCIATED DEVELOPING 
COUNTRIES 
(Chapter 93) 
9.16. Following a Council Resolution of 16 July 
1974, the Commission drew u p  a proposal for a pro­
gramme of financial and technical aid to  hon-asso-
ciated developing countries for the years 1976 to 
1980. 
This aid, in the form of grants, is mainly intended 
for agricultural and food development schemes ip 
the poorest countries of Latin America and Asia and  
for those African countries that are not associated 
with the Community. 
In the four budgets from 1976 to 1979 these pro­
grammes were allocated 20 m.u.a., 45 m.u.a., 
70 MEUA and 110 M E U A  respectively, 7 5 %  of 
which was allocated to  Asia, 20 °/o to  Latin America 
and 4 % to Africa. 1 % was allocated to other 
expenditure, in particular experts' fees. 
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The appropriations in the 1976 to 1978 budgets were 
committed in full. The commitments for 1976 and 
1977 concerned financing agreements fixed in US 
dollars. Following subsequent monetary move­
ments, the accounts (in EUA) show balances of 
1 • 6 MEUA and 7 • 9 MEUA respectively. 
9.17. Commitments and payments at 31 Decem­
ber 1979: 
(MEUA) 
Programme 1976 1977 1978 1979 Total , 
Allocation 2 0 ( ' )  45  0 )  7 0  110 245 
A m o u n t  committed 18-4  37 -1  7 0  7 7 - 6  203 1 
Number  o f  projects financed 8 21 37 29  9 5  
Cumulative amount  o f  payments  
b y  programme at 31 December  
1979 12-9  11-3 9 0 - 2  3 3 - 4  
Still t o  b e  paid: 
M E U A  5 - 5  2 5 - 8  61 7 7 - 4  169-7 
% 2 9 - 9  6 9 - 5  87 • 1 9 9 - 7  83  
0 )  In m.u.a. 
The table shows that the payment appropriations 
were greatly under-utilized; it would be helpful if 
the Commission were to give the precise reasons for 
this. 
ing countries, the Commission generally waited 
until the Council had approved the list of projects to  
be  financed, which was not until the end of the 
financial year. 
At 31 December 1979 only two of the eight projects 
of the 1976 programme had been completed, four of 
the 21 of the 1977 programme, four of the 37 of 1978 
and none of the 1979 projects. Most of the projects 
completed are subsidies to research programmes 
which were already well underway before the Com- . 
munity s involvement. Financ.al control 
A period of nine months was required after the 
adoption of the 1979 budget to prepare the list of 
projects adopted and a further three to six months to 
sign the financing agreements. At all events, most of 
the delays are in the execution of the projects, which 
is entrusted to the beneficiaries or the institutions 
co-financing the project, and without any Commu­
nity staff or supervision on the spot. 
Another reason for delay was that, in the absence of 
a basic regulation on aid to non-associated develop-
9.18. The Commission accepts every request for 
payment bearing the signature of the co-financer or 
the ambassador of the recipient country without 
checking the award of contracts, the calculation of 
part-payments or the soundness of the financial 
management of the project financed . 
To  make sure that controls delegated to the benefi­
ciaries are carried out, it would be  preferable if all 
payments were subject to the periodic transmission 
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of the appropriate certificates f rom the  national 
audit  bodies of the recipient countries or other inde­
pendent  audit  bodies. 
E X P E N D I T U R E  RESULTING FROM T H E  
A G R E E M E N T  BETWEEN T H E  EEC A N D  U N R W A  
(Article 940 of the  budget)  
Implementation of agreements 
9.19. Within the framework of its programme of 
aid for  Palestinian refugees in countries in the Mid­
dle East, the Communi ty  concluded successive 
agreements with the  United Nat ions  Relief a n d  
Works Agency for  Palestine Refugees (UNRWA).  
The  first agreement was  concluded with U N R W A  in 
1972 for  three years a n d  was later extended until 
1978. 
in accordance with the  requirements of Article 82 of  
the  Financial Regulation. 
9.22. Article VII of  the  new agreement signed o n  
21 April 1980 stipulates that  U N R W A  'shall give 
every facility t o  any persons nominated by the Com­
munity for  the purpose of  observing the  agency's 
receipt, storage a n d  distribution of  the  Community 's  
aid.  U N R W A  shall also provide such supplemental 
information as may reasonably b e  requested by the  
persons so nominated ' .  
In reply t o  a question in the  Parliament as t o  
whether the Commission could aff irm that  the new 
agreement would make  it possible t o  audit  these 
resources in the  appropriate manner ,  a vice-presi­
dent  of the Commission stated:  'Obviously the  
Court  of Auditors will also have full  powers of con­
trol'. 
Consequently,  the Cour t  will henceforth b e  able t o  
exercise the powers conferred u p o n  it by the Treaty 
a n d  the Financial Regulation. 
The  Commission did  no t  pay  U N R W A  the  cash 
contributions for  1977 (2 602 978 EUA) a n d  1978 
(2 307 195 EUA) until t he  e n d  of 1978. 
N o  cash contribution was made  t o  U N W R A  in 1979 
because the new agreement for  1979 a n d  1980 was 
not  signed until 21 April 1980. 
9.20. O n  the other h a n d  the food  products for  use 
under  the basic rations programme were supplied t o  
U N R W A  as part of the  general Communi ty  food  
aid  programme of 8 May  1979. This involved 27 593 
tonnes  of flour (the equivalent of 36 700 tonnes  of  
cereals) a n d  3 200 tonnes  of  butteroil. 
SUBSIDY FOR T H E  OPERATION O F  T H E  
EUROPEAN ASSOCIATION FOR COOPERATION 
(Article 943 of the  budget)  
The  1979 appropriations for  subsidizing the opera­
tion of the EAC were used as follows: 
Initial appropriat ion:  2-72 M E U A  
Commitments :  2-57 M E U A  
Payments:  2 -54  M E U A  
Audit 
9.21. In its annual  report for  the  financial year 
1978 the Court  of Auditors pointed out  that  the  suc­
cessive agreements concluded by the  Commission 
with U N R W A  did no t  make  provision for  any form 
of check by the Communi ty  o n  the  use.of Commu­
nity aid. Following this observation, the Commis­
sion stated that in all fu ture  agreements, it proposed 
t o  include a clause giving the  Court  a right of audi t  
Advances 
9.23. Apart from advances f rom E D F  funds ,  the  
EAC receives advances f rom the  Commission's  gen­
eral budget t o  finance a number  of its activities. The  
accounts of the EAC show the following expendi­
ture for  the latter: 
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(a) operating expenses of the headquarters of the 
EAC ;in Brussels; mainly remuneration of its 53 
staff (2-45 M E U A ) ;  
(b) for  the Maghreb a n d  the  Mashreq countries: 
— operating costs of  the  Commission delega­
tions (1 • 16 M E U A ) ;  
— technical assistance for  projects subsidized 
(0-09 M E U A ) ;  
— scholarships for  nationals of these countries 
(0-03 M E U A ) ;  
(c) non-associated developing countries 
(0 03 MEUA):  
— remuneration of certain staff of the Com­
mission delegations; 
— expenses of trainees. 
Total recorded expenditure:  3 -76 MEUA.  
\ 
Comments arising from examination of the accounts 
9.24. Every operation, whether it b e  the engaging 
of  a n  expert or the grant of a scholarship to  a stu­
dent ,  is the subject of  a n  individual advance.  This 
places a special burden on  the financial manage­
ment  of the EAC, particularly as it involves partial 
advances which have t o  b e  regularly replenished. At 
31 December 1979 n o n e  of these advances had been 
cleared in the accounts of the  Commission and  n o  
reconciliation of these accounts had  been made  with 
those of the EAC. Thus,  for  example, it was found  
that  in the Commission accounts,  Article 969 of the 
1979 budget records 1 -5 M E U A  in payments for  the  
operating costs of delegations in the countries of the  
Maghreb a n d  Mashreq, while the EAC accounts 
record an  expenditure of 1 1 6  M E U A  for  this pur­
pose. 
A global advance should have been recorded in a n  
advances account a n d  settled monthly, after receipt 
of the supporting documents  in respect of the  
expenditure. 
Bank interest 
9.25. The interest received o n  its bank  accounts 
a n d  also exchange gains a n d  losses should appear  in 
the EA'C's statements of revenue a n d  expenditure, 
instead of disappearing f rom the accounts when the  
EAC pays it over t o  the  Commission.  
COMMUNITY CONTRIBUTION TOWARDS 
SCHEMES CONCERNING DEVELOPING 
COUNTRIES CARRIED OUT BY 
NON-GOVERNMENTAL ORGANIZATIONS (NGOs) 
(Article 945 of  the budget)  
9.26. This form of  Communi ty  measure was 
introduced into the budget  in 1976. 
The  main rules followed in granting the subsidies 
are:  
— the co-financing project must  b e  submitted by a 
recognized non-governmental organization in 
one  of the Member States of  the  Communi ty ;  
— the Community contribution may amount  t o  
50 % of the total cost of the  project (75 % in cer­
tain specific cases); 
— the Community contribution may not  exceed 
300 000 E U A  per project, divided into instal­
ments of 100 000 E U A  per year (3 years). 
9.27. For the budgets of 1976-78, the commitment 
appropriations a n d  the number  of projects 
co-financed were as follows: 
— in 1976: 2 500 000 u.a.  for  76 projects 
— in 1977: 4 000 000 u.a. for  113 projects 
— in 1978: 12 000 000 E U A  for  175 projects 
— in 1979: 12 000 000 E U A  for  152 projects. 
The appropriations for  the  financial year 1979 were 
used in their entirety, both in commitments 
(12 MEUA)  and  in payments  (7-5  MEUA).  
9.28. The major  advantage of the aid granted by 
the N G O s  is that, in theory, aid can b e  jprovided t o  
all the developing countries. In 1979, 63 of these 
countries benefited f rom co-financed projects. 
The geographical distribution is as follows: 
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1976 1977 1978 1979 Total 
Africa 1 145 740 1 855 145 . 6 593 042 5 608 899 15 202 826 
Asia 634 704 1 523 099 3 251 321 2 464 364 7 873 488 
Central America and 
Latin America 719 556 506 453 1 796 033 3 397 548 6 419 590 
Middle East 
— 
115 303 221 343 444 352 780 998 
2 500 000 4 000 000 11 861 739 11 915 163(') 30 276 902 
(') Common expenditure excluded. 
9.29. The following table gives the classification by area of intervention of the pro­
jects co-financed in 1979: 
Sector Number of projects Amount in EUA % 
Agriculture 41 3 808 072 33 
Education 55 3 248 713 28 
health 33 1 660 211 14 
Economy 21 866 830 8 
Communications and means o f  trans­
port 13 415 287 4 
Migrants and refugees 3 99 187 1 
Social 24 1 310 257 11 
Miscellaneous. 2 138 491 1 
Total ( ' )  192 11 547 048 100 
(') These figures do not include general donations, which cannot be classified until after the 
various progress reports have been received. 
Audit  
9.30. Due to the wide geographical dispersion of 
the projects carried out by the NGOs with Commu­
nity aid, and the relatively small amounts involved, 
the Commission departments,do not carry out regu­
lar on-the-spot audits, which would necessarily be  
expensive. 
During its on-the-spot visits, the Court of Auditors 
was able to inspect seven projects carried out by 
NGOs.  With two exceptions, the projects inspected 
can be qualified as sound and  even excellent. The 
good projects bring direct benefits to the population 
concerned (water supply, training in crafts, employ­
ment of the handicapped, etc.). 
Nevertheless, the Court wishes to draw attention to  
two projects, the first of which was faulty in concep­
tion and the second of which suffered from lack of 
supervision: 
(a) The first project involved the construction of a 
village to house some 140 orphans, comprising 
10 family houses with all modern comforts, a 
common administrative building and a school 
(total cost: 837 000 EUA;  the Community's 
share: 297 000 EUA). This village is in fact a 
European model transposed to Africa without 
any adaptation to local habits and customs. 
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The orphans housed in the village will receive 
privileged treatment, which will make their later 
reintegration into the normal social environment 
difficult. This is therefore an expensive measure 
which has no place in a country with three mil­
lion children, where tradition demands that 
orphans generally be cared for by relatives. 
• (b)The second project was intended, with the assist­
ance of four totally inexperienced European vol­
unteers, to accelerate rural development by the 
construction of three fully-equipped and opera­
tional model farms (total cost: 95 000 EUA;  
Community's share: 45 000 EUA). Representa­
tives of the Court visited one of the three farms. 
It is uncompleted, the standard of construction is 
deplorable (despite the presence of a specialist), 
and it has since been abandoned. It is a very bad 
example for the village concerned whose popula­
tion had to cdntribute their unpaid labour to 
some of the work. 
9.31. Finally, the Court would raise three points 
regarding the management of the projects carried 
out by the NGOs to benefit developing countries: 
(a) at present the Commission does not systemati­
cally check whether the N G O  has paid its share, 
particularly when this consists in supplying 
labour or providing land or existing buildings; 
(b)when a European N G O  is acting on behalf of a 
local NGO, the Commission does not verify that 
the latter is also eligible for the subsidy according 
to the criteria set by the Commission; 
(c) in cases where certain NGOs d o  not honour their 
commitment to keep separate accounts for  each 
project, the Community is not in a position to' 
check the use of its own subsidy. 
EMERGENCY A I D  
(Article 950 of the budget and Article 59 of the Lome 
Convention) 
9.32. The emergency aid granted by the Commu­
nity to non-member countries is charged: 
(a) either to the European Development Fund, 
under Article 59 of the first Lome Convention 
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which provides that 'exceptional aid may be  
accorded to A C P  States faced with serious diffi­
culties resulting from natural disasters or com­
parable extraordinary circumstances'; 
(b) or to Article 950 of the general budget of the 
Communities entitled 'Community aid to disas­
ter victims in developing and , non-member 
countries'. 
9.33. The circumstances which can justify 
recourse to one of these methods of financing and 
the content and practical purpose of the aid being 
very similar, the Court has deemed it preferable to  
give its comments on both these sources of financ­
ing in the same chapter. 
T h e  f inancial  resources avai lable  and their util ization 
A i d  f i n a n c e d  u n d e r  A r t i c l e  9 5 0 o f  
t h e b u d g e t  
9.34. The appropriations under Article 950 are 
non-differentiated appropriations. They were made 
u p  as follows in 1979: 
— initial appropriations 3 MEUA 
— increase by means of transfers to 
Article 950 39 MEUA 
Total 42 MEUA 
The appropriations transferred came in part from 
the appropriations for the same financial year and 
in part from 1978 differentiated appropriations 
(Chapter 96) retained in 1979. 
These appropriations were committed in their 
entirety; payments amounted to 38• 5 MEUA. The 
balance of 3*5 MEUA represents an amount kept in 
reserve for financing a possible airlift as part of the 
last emergency aid operation to Kampuchea. 
A i d  f i n a n c e - d  u n d e r  A r t i c l e  5 9  o f  
t h e  f i r s t  L o m e  C o n v e n t i o n  ( E D F )  
9.35. For this aid, the Commission is not subject 
to the constraints of an annual budget and imple-
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mentation is thus much slower. With regard t o  the  
t ime taken, four  categories of  aid can be  distin­
guished. The following table shows the large 
amount  of expenditure incurred in respect of mea­
sures spread over two  a n d  even three financial 
years. 
(EUA) 
Number of 
measures • 
Total commit­
ments 
Payments in 
1979 
(a) Measures commenced and completed in 
1979 10 4 0 0 8  2 4 6  3 808  2 4 5  
(b) Measures commenced before 1 January 1979 
and completed in 1979 5 8 125 207  5 6 3 0  8 7 6  
(c) Measures commenced in 1979 and uncom­
pleted at 31 December 1979 2 0  23  027  6 5 3  7 6 4 5  578  
(d) Measures commenced before 1 January 1979 
and uncompleted at 31 December 1979 2 3  55 617  0 0 0  12 9 9 9  588  
Total 58  9 0  7 7 8  106 3 0  0 8 4  287  
Only 4-  4 % of the total commitments  relating t o  the 
financial year 1979 represent the  ten measures 
commenced a n d  completed in 1979; 9 5 - 6 %  there­
fore represents the remaining 48 measures spread 
over at least, two years, of which 61 -3 % represents 
23 measures spread' over a t  least three years. 
D i s p e r s i o n  o f  f i l e s  o n  e m e r g e n c y  
a i d 
9.36. Examination of the  files relating t o  emer­
gency aid is made  all the  more  difficult because the  
documents  are widely scattered across the files of 
separate departments.  T h e  result of the different 
practices followed is that  in order t o  have an  overall 
view of the aid programme in progress, the files of  
some four  different departments  must  b e  examined,  
a situation which facilitates neither the audit  nor  the 
management  of the files. 
Findings of the Court on the basis of records or of vis­
its to the recipient countries 
9.37. The aid is sometimes ineffective because 
the programme is too  slow in being carried out ,  as  
can be  seen from the  following examples:  
(a) 15 tanker lorries were delivered in March 1979, 
nearly two,years af ter  they had  been requested 
so that supplies of petrol could b e  brought t o  
the capital city, whose tanks were empty d u e  t o  
unrest in a neighbouring country;  
(b) two hospital centres, financed in an  A C P  coun­
try from E D F  aid a n d  completed in December 
1978 a n d  April 1979 respectively, are standing 
empty as they have not  been connected t o  the 
water or electricity supply network a n d  have n o  
furniture, matters whose finance a n d  execution 
were the responsibility of the beneficiary coun-
try. 
(c) a n  E D F  aid of 2 735 000 EUA,  granted to  meet 
the effects of drought,  which gave rise t o  a 
financing agreement o n  23 May 1978 a n d  cov­
ered the supply of seeds, veterinary vaccines, 70 
tanker lorries a n d  the  deepening of 100 village 
wells, was still in progress at the beginning of 
1980. 
9.38. The Court  of Auditors f o u n d  that  the Com­
mission tends increasingly t o  exclude works projects 
f rom emergency aid since, in most  cases, the neces­
sarily longer periods of  implementation would give 
this aid the character of classic investment projects. 
Supplies a n d  services can b e  provided in the shorter 
t ime warranted by the notion of an  emergency. Thus  
many measures are n o w implemented very quickly: 
(a) Following the eruption of a volcano on 12 April 
1979, the government of the  country affected 
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submitted a request fo r  a id  o n  30 April ;  t he  
decision was taken by the  Commission o n  
9 May 1979 to  grant  300 000 E U A  t o  the  govern­
ment  for  the  purchase of  f o o d  a n d  medical sup­
plies for  the  disaster victims. T h e  first consign­
ment  arrived o n  16 May  a n d  the  last in July 
1979. 
(b) For the  dredging of  s and  f rom a port struck by a 
cyclone, aid o f  100 000 E U A  was  granted o n  
26 October  1979 (Article 950); the  work was  
completed by 15 January  1980, which is all t he  
more  remarkable since it involved a works pro­
ject.  
(c) An E D F  aid fo r  t he  purchase of groundnut  
seeds in order  t o  re-establish the  product ion 
level af ter  a serious fall in product ion was  
implemented within three months ,  f rom March 
t o  J u n e  1976. 
(d)  T h e  purchase a n d  airlift of  cholera vaccine t o  
the  capital of a landlocked country fo r  which a n  
E D F  aid of 55 000 E U A  h a d  been  decided o n  
5 March 1979, was  completed o n  16 March 
1979. 
9.39. Under  the  E D F ,  exceptional aid of 
2 000 000 E U A  decided u p o n  by the  Commiss ion in 
1976 fo r  the  repair of  d a m a g e  caused b y  three suc­
cessive cyclones, was partly used  fo r  purposes  other  
than those referred t o  in the  proposal  submit ted t o  
the  E D F  Commit tee .  675 000 E U A  were used fo r  t he  
rebuilding of a bridge, originally financed by the  
E D F ,  which had  collapsed in 1974. Moreover,  t he  
proposal  submitted t o  the  E D F  Commit tee  con­
tained material errors a n d  very inaccurate estimates. 
9.40. Under  a E D F  a id  granted in 1976 to  a land­
locked A C P  country,  a n  order  fo r  15 tanker  lorries 
was  pa id  for  in U S  dollars.  Similarly, 505 tonnes  of 
haricot beans  f rom Mozambique  purchased in Lis­
b o n  were paid  for  o n  20  December  1979 in U S  dol­
lars, which was the  currency of  the  contract,  a n d  a 
payment  order approved  b y  the  Financial  Control­
ler. T h e  Financial Control ler  had  however reminded 
the  Commission o n  5 September  1979, when giving 
his approval  of  a proposal  fo r  commitment  of 
expenditure under  a similar contract  (different  
quanti ty bu t  same  product ,  country of origin a n d  
supplier,  a n d  under  t he  s ame  E D F  measure), that  
payment  in dollars was  no t  al lowed in this case. 
Article 45 of the  Financial  Regulation of the  4th 
E D F  stipulates that  supply  contracts shall b e  drawn 
u p  a n d  payments  m a d e  in EUA,  in the  currency of 
the  recipient country,  in the  currency of  the  country 
of  the  contractual suppl ier  o r  in the  currency of  the  
country producing the  supplies.  
In the  present case, t he  U S  dollar  d id  no t  corre­
spond  to  any  of  these currencies. 
9.41. T h e  Commiss ion has  no t  received sufficient  
information o n  the  implementat ion of several emer­
gency aid measures, a l though this is required by  the  
agreements.  
In this respect, the  Cour t  does  no t  regard as  ade­
qua te  the formula frequently used,  that  the  recipient 
of  the aid (namely the  Commiss ion  representative 
authorized t o  manage  the  a id)  is t o  provide informa­
tion on the  implementat ion of  the  aid 'a t  the  request 
o f  the  Commission ' .  There  should  b e  a duty  in prin­
ciple t o  inform the  Commiss ion  a n d  t he  informat ion 
t o  b e  provided should  b e  specif ied.  
9.42. In several cases the  a id  provided by t he  
Communi ty  covers t he  supply  of  goods  in tended  f o r  
sale o n  the  spot.  T h e  produc t  o f  the  sale has  t o  b e  
pa id  into a special account  whose  use,  if no t  
def ined ,  is a t  least indicated in t he  agreement.  There 
must  b e  consultat ion with t he  Commiss ion  o n  t he  
use  of  the  f u n d s  in this account ,  which must  in a n y  
event  b e  notif ied t o  t he  Commiss ion .  
Certain files, however,  conta in  n o  informat ion f r o m  
the recipient country o n  the  use  of  these funds ,  a n d  
in particular:  
— E D F  aids of  16 March  a n d  23 April 1979 in t he  
form of  essential g o o d s  t o  a n  A C P  country 
(especially fue l ) ;  
— E D F  aid of 17 August  1979 t o  a n  A C P  country 
(300 000 EUA)  fo r  t he  purchase  of  rice, fish, 
meat ,  condensed m i l k ; '  
— E D F  aid of  27 J u n e  1979 t o  a n  A C P  country 
(1 200 000 E U A )  fo r  haricot b e a n s ;  
— aid t o  a non-member  country (Article 950) via 
the  F A O  of  27 August  1979 (250 000 E U A )  fo r  
the  supply of  seeds.  
COOPERATION WITH N O N - M E M B E R  
C O U N T R I E S  
(Chapter  96) 
9.43. T h e  following a m o u n t s  were entered in t he  
1978 a n d  1979 budgets  fo r  t he  purpose  of  imple­
ment ing the  Financial Protocols signed in applica­
t ion of  the  cooperat ion agreements between the  
Communi ty  a n d  most  of  the  Mediterranean coun-
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tries (Algeria, Cyprus, Egypt, Greece, Jordan, Leba­
non,  Malta, Morocco, Syria, Tunisia, Turkey) and  
Portugal: 12MEUA in non-differentiated appro­
priations, 409-3 M E U A  in commitment appropria­
tions and 212-1 MEUA in payment appropriations. 
These appropriations are intended for use either in 
the form of interest subsidies on loans from the 
European Investment Bank, or of grants or loans 
under special conditions. The amounts are to be  
committed as far as possible at regular intervals 
throughout the duration of the Protocols which 
expire on 31 October 1981 for all the countries 
except Cyprus whose Protocol expires on 31 Decem­
ber 1980. 
for financing measures managed by the Commission 
is subject to a decision by a Council ad hoc com­
mittee. 
9.45. The rate of utilization of the appropriations 
has been so slow that 30 MEUA of the appropria­
tions allocated in 1978 were carried over to 1979 and 
then transferred to emergency measures in favour of 
refugees from South-East Asia, and 47 -38 MEUA of 
the commitment appropriations and 16-97 MEUA 
of the payment appropriations were cancelled on 31 
December-1979: 
9.44. In the absence of an implementing regula­
tion, which is still awaiting adoption, each proposal 
(a) At 31 December 1979 the position of the (differ­
entiated) appropriations was as follows: 
(MEUA) 
C o m m i t m e n t  appropriations 1978 and 1979 
Commit ­
Country 
Initial Transfers or  
cancel lat ions 
\ 
Commit ted  o r  
carried over  
automatically 
ments  at 
31 December  
1979 
Payments 
Malta 
Greece 
Turkey 
Cyprus 
Maghreb: 
— Algeria 
— Morocco 
— Tunisia 
10 00  ' 
38-50  
132 00  
7 0 0  
31-70  
53-30  
38-90  
2 - 1 4  
3 -00  
17-20 
12-27 
15-48 
7 -86  
38-50  
132-00 
4 - 0 0  
14-50 
41-03  
23-42  
5 36 
25-78 
121-00 
0 - 4 0  
17-33 
6 12 
0 - 3 6  
15-78 
31-92  
0 -05  
3-11 
Mashreq: 
— Egypt 
•— Jordan 
— Lebanon 
— Syria 
55-40  
15-80 
8 - 0 0  
18-70 
19-84 
2 - 2 0  
3-85  
1 -40 
* 35-56  
13-60 
4 -15  
17-30 
10-96 
6 - 6 0  
1 -15 
13-31 
7 -09  
0 - 8 2  
0 - 0 0  
2-11 
Total 409-30  77-38 331-92 208-01 61-24  
Out of payments of 61 • 24 MEUA (i.e. 28-9 % of 
the 212-1 MEUA in total payment appropria­
tions available), only 0-417 M E U A  were made 
in respect of measures managed directly by the 
Commission. The rest, i.e. 28-76'MEUA for 
interest rate subsidies on loans from the Euro­
pean Investment Bank and 32-06 MEUA in 
loans granted under special conditions, are 
appropriations managed by the European 
Investment Bank. 
(b) The 1978 (non-differentiated) appropriations for 
Portugal (6 MEUA) for interest rate subsidies 
on loans from the European Investment Bank, 
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were carried over t o  1979 a n d  were commit ted 
a n d  paid .  O n  the  other  h a n d ,  4 - 1  M E U A  of the  
6 M E U A  entered in 1979 have  no t  been com­
mitted. 
9.46. The  EIB is responsible fo r  examining a n d  
monitoring the  projects fo r  which special loans are  
m a d e  (except those relating t o  agricultural projects 
in the  Maghreb a n d  Mashreq countries) a s  well as  
projects receiving interest rate subsidies. T h e  C o m ­
mission conf ines  its activities t o  making the  appro­
priate transfers t o  the  European  Investment  Bank at  
the  simple request of t he  latter, a n d  takes n o  part  in 
the  management  of a n  important  part  of the  appro­
priations for  cooperat ion with non -member . coun ­
tries. 
9.47. For projects managed  by the  Commiss ion 
(agricultural projects, t raining projects a n d  technical 
assistance), the  authorizing powers are exercised by  
the  Directorate-General for  Development .  These 
projects concern two distinct geographical groups:  
(a) the  Maghreb a n d  Mashreq countries in which 
there is a Commiss ion  delegation which 
approves  each paymen t ;  
(b) Malta,  Greece, Turkey a n d  Cyprus :  in these 
countries there is n o  Commiss ion delegation 
a n d  therefore n o  on-the-spot  f inancial  control 
o n  the  part of  the  Communi ty .  
T h e  Cour t ' s  right of  audi t  is implicit in the  financing 
agreements concluded between the  Commission 
a n d  the  recipient country by  reason of  the  reference 
t o  the  financial regulations,  bu t  these are no t  
annexed  t o  every agreement .  
T h e  Court  of  Auditors would  draw attention t o  its 
op in ion  of 23 May 1978 (OJ C 139 of  5 J u n e  1979) 
in which it requests tha t  explicit ment ion b e  m a d e  
of  its powers of audi t  in the  implementing regula­
t ions of agreements a n d  in the  general condit ions of  
each financing agreement.  
9.48. T h e  interest ra te  subsidies which accom­
p a n y  the  loans granted f rom the  o w n  resources o f  
t he  European Investment  Bank could  theoretically 
b e  pa id  by  the  Commiss ion  t o  the  Bank every year 
fo r  the  durat ion of  t he  loan.  T o  simplify administra­
t ion,  they are paid  o n  a single occasion b y  t he  C o m ­
mission two months  a f te r  signature o f  t he  loan con­
tract o n  the  basis of t he  present  value o f  t he  total  
annua l  subsidies. T o  calculate the  present  value o f  
this amount ,  the  E I B  uses a n  interest rate  one-
quarter  lower than  tha t  which it charges the  bor­
rower. 
T h e  Cour t  requests t he  Commiss ion  t o  explain why  
it agreed t o  accept early paymen t  of  the  subsidies o n  
this basis, a n d  how it reconciles the  principle o f  
early payment  with t he  rules of  budgetary annual i ty .  
9.49. T h e  advances  pa id  b y  t he  Commiss ion  t o  
the  bodies  responsible f o r  managing  the  grants are  
recorded as  expendi ture  instead o f  be ing treated a s  
advances  until presentat ion of  the  detailed 
accounts .  
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CHAPTER 10 — STAFF EXPENDITURE 
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INTRODUCTION 
10.0. Chapter 10 contains the comments arising 
from the audit of staff expenditure, which concen­
trated on the most important aspects of this sector. 
A general review of the situation in respect of staff 
and appropriations (paragraphs 10.1 and 10.2) is fol­
lowed by consideration of comments arising from 
previous audits upon which n o  satisfactory action 
has yet been taken by the institutions (para­
graphs 10.3 to 10.8). 
The audit of the staff expenditure at the Joint 
Research Centre revealed shortcomings in the sys­
tem of payment of remunerations (paragraphs 10.10 
and 10.11) and management of posts (para­
graph 10.12), and in the application of the special-
provisions of the Staff Regulations (para­
graphs 10.13 to  10.20). 
The application of the provisions relating to persons 
treated as dependent children (paragraphs 10.21 to 
10.26) and the transfers of emoluments (para­
graphs 10.27 to 10.33) also gave rise to criticism. 
Examination of the system of installation allow­
ances revealed that under the present rules allow­
ances may be granted in cases where no  costs have 
been incurred (paragraphs 10.34 to 10.37). 
The application of the Staff Regulations in cases of 
election to public office gives grounds for criticism 
(paragraphs 10.38 to 10.43). 
The provisions of the Treaties and the Financial 
Regulation were infringed in the course of granting 
humanitarian aid (paragraphs 10.44 and 10.45). 
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G E N E R A L  
Number of staff 
10.1. For the  financial year  1979, the  position a t  
31 December  1979 was  tha t  a total of  16 097 posts  
h a d  been authorized fo r  t he  insti tutions compared  
with 15 410 in the  financial year  1978. There was  
thus  a n  increase o f  687 posts,  i.e. 4 - 4 6 % .  At  
31 December  1979 the  actual  number  of staff was  
15 113 (officials a n d  temporary staff) ,  compared  
with 14 513 at  31 December  1978. T h e  increase 
therefore amounted  t o  600, i.e. 4 1 3  %. T h e  distribu­
tion of  staff a m o n g  the  insti tutions was  as  fol lows:  
Table 1 — Officials  and temporary staff 
.1978 1979 C h a n g e  1 9 7 8 / 1 9 7 9  
Institution 
Posts  pro­
v ided for  in 
t h e  budget  
Staff  at 
31 D e c e m ­
ber 
D i f f e r e n c e  
(a)  — ( b )  
Posts pro­
vided for in 
the budget 
Staff  at 
31 D e c e m ­
ber 
D i f f e r e n c e  
( d ) - ( e )  
In posts  
provided 
for:  
d i f f erence  
( d ) - ( a )  
In Staf f :  
d i f f e r e n c e  
( e ) - ( b )  
(a)  (b)  ( c )  ( d )  (e) . ( 0  (g)  ( h )  
Parl iament  1 709(2) 1 597 1 1 2  2 1 1 2 ( 3 )  1 799 313 + 403 + 202 
Counci l  1 517 1 382 135 1 547 1 419 128 + 30  + 37 
E c o n o m i c  a n d  Social C o m ­
mittee 314 303 11 325 320 5 + 11 + 17 • 
Commiss ion  ( ' ) :  
— Administrat ion excluding 
Off ice  fo r  Official  Publi­
cat ions 8 378 8 021 357 8 580 8 231 349 -1-202 + 210 
— Off i ce  f o r  Official  Publi­
cat ions  2 2 4  207 17 237 2 i 7 20  . -1- 13 + 10 
— Research a n d  investment  
Direct act ion 2 320 2 267 53 2 300 2 265 35 - 20  - 2 
— Research a n d  investment  
Indirect  act ion (4)  496 330 166 471 396 75 - 2 5  + 66 
C o u r t  o f  Just ice 288 257 31 3 1 1 0  293 18 + 2 3  + 36 
Cour t  o f  Audi tors  164 149 1 5  214 173 41 4- 50 + 24  
Total  1 5 4 1 0  1 4 5 1 3  897 16 097 15 113 984 + 687 + 600 
( ' )  T h e  European  Cent re  fo r  t he  Deve lopment  o f  Vocational  Training a n d  t he  European  Founda t ion  fo r  the Improvement  o f  
Living a n d  Working Condi t ions  are  n o t  inc luded in these  figures. 
(2)  23 of  these a s  reserve authorized fo r  secondment  o f  s taff  t o  t he  political g roups :  
(3)  35 o f  these a s  reserve authorized fo r  secondment  o f  s taff  t o  t he  political group*. 
( 4 )  Including J E T  a n d  FAST.  -
(5) At  30 J u n e  1979 a total  of  315. 
T h e  number  of posts  provided fo r  a t  the  Parliament 
in the  original budget  fo r  1979 was  1 995. This was  
increased by 117 t o  2 112 by a second supplemen­
tary budget  o n  2 M a y  1979 (OJ N o  L 157, 26 .6 .  
1979). 
Apart  f rom the staff in posts  provided fo r  in the  
budget ,  there were ano ther  920 auxiliary s taff ,  local 
staff  a n d  special advisers, distributed as  fol lows:  
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Table 2 — Auxiliary staff, local staff and special advisers 
31. 12. 1978 31.  12. 1979 
Institution 
Auxi l iary  
staff  
Local 
s taff  ( ' )  
Special  
advisers  Total  
Auxi l iary  
staff  
Local 
staff  ( ' )  
Special  
• advisers  Total  
Parliament 56 53 109 83 33 — 116 
Council  1 80 — 81 3 70 — 73 
Economic a n d  Social Commit tee  6 6 — 12 16 11 — 27 
Commission:  
— Administration 72 717 25 814 65 709 31 805. 
— Research a n d  investment 46 — — 46 49 — — 49 
Court  of  Justice 16 7 1 24 22 8 1 31 
Court  of Auditors 7 6 13 12 7 — 19 
Total  204 869 26 1 099 250 838 32 1 120 
( ' )  Including local staff paid  f rom extra-budgetary appropriat ions (restaurants, creches, etc ). 
S t a f f  appropriations 
10.2. Ti t le  1 o f  t h e  b u d g e t  cons i s t s  entirely o f  appropriat ions  for  expendi ture  relat­
i n g  t o  persons  w o r k i n g  w i t h  t h e  inst i tut ions.  S ta f f  expend i ture  i s  a l s o  charged aga ins t  
t h e  appropriat ions  f o r  research a n d  inves tment  i n  Tit le  3 o f  t h e  C o m m i s s i o n ' s  budge t .  
Appropriations under T i t l e  1 
Table 3 — Breakdown of appropriations by chapter 
(EUA) 
Chapter  
Initial appropria­
t i ons  
Final  appropria­
t ions  
Ut i l i zat ion  o f  c o m m i t m e n t s  Payments  a s  per­
centage  o f  c o m ­
m i t m e n t s  C o m m i t m e n t  
% o f  appropria­
t ions  
10 Members of the  institutions 14 052 850 23 865 650 18 485 829 7.7-4 99-9  
11 Staff 525 870 487 523 128 487 485 606 174 92-8  99-4  
12 Allowances a n d  expenses o n  en­
tering a n d  o n  leaving the  service 
a n d  o n  transfer 18 964 650 20 224 650 16 295 572 80-5 95 -1 
13 Missions a n d  duty travel 15 687 880 17 218 880 14 734 824 85-5 81-7 
14 Social welfare 2 769 420 4 639 920 4 445 631 95-8  87-1 
15 Internal training courses a n d  
vocational training of staff 2 756 100 2 775 300 2 620 796 94 -4  79-5 
Total 580 101 387 591 852 887 542 188 826 91 -6 98-6  
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Table 4 — Breakdown of appropriations according to institutions 
(EUA) 
Institution Ini t ial  
appropriations 
Final 
appropriations Commitments 
% of  commit­
ments 
against f inal  
appropriations 
% o f  payments 
against commit­
ments 
Parliament 
Council  
Economic a n d  Social Committee 
Commission ( ' )  
Court  of Justice 
Court  of Auditors 
Total 
74 676 327 
52 547 700 
10 795 900 
417 562 800 
14 593 940 
9 924 720 
90 766 527 
52 547 700 
10 818 900 
413 132 800 
14 593 940 
9 993 0 2 0 '  
75 031 362 
46 148 389 
10 654 287 
390 036 390 
12 575 674 
7 742 724 
82-6 
87-8 
98-4  
94-4  
86-1 
77-4  
98-4  
99-2  
98-9  
98-5  
99-7  
9 8 0  
580 101 387 591 852 887 542 188 826 91 -6 98-6  
( ' )  Including Office for Official Publications. 
Appropriations under Title 3 
Table 5 — Direct and indirect action 
(EUA) 
Payments 
Ini t ia l  appropria­
tions for 1979 
Final appropria­
tions for 1979 
Amount  % of  appropria­tions 
Direct action 70 160 366 72 014 960 67 110715 93-2  
Indirect action 15 176 800 14 988 099 14 522 266 96-9  
C O M M E N T S  A R I S I N G  F R O M  PREVIOUS A U D I T S  
Overtime allowance for  drivers 
1.0.3. In  its 1977 A n n u a l  Repor t  t h e  C o u r t  c o m ­
m e n t e d  tha t  t w o  criteria were  u s e d  in  ca lcula t ing t h e  
f la t - ra te  over t ime a l l o w a n c e  f o r  drivers,  irrespective 
o f  the i r  ac tual  grade ,  a n d  b o t h  represen ted  t h e  max i ­
m u m  al lowable .  T h e y  were  firstly t h e  m a x i m u m  
n u m b e r  o f  hou r s  o f  over t ime  au thor ized  b y  t h e  S ta f f  
Regula t ions  (Article 56-150 h o u r s  in  a n y  six m o n t h s )  
a n d  secondly  t h e  highest  salary s t e p  in category D ,  
i.e. t h e  r emunera t ion  o f  a n  of f ic ia l  in  G r a d e  D 1, 
s t e p  8. 
T h e  C o m m i s s i o n  s t a t ed  t h a t  f o r  r e a sons  o f  fa i rness  
there  cou ld  b e  n o  ques t ion  o f  p rov id ing  d i f f e ren t  
r emunera t ions  t o  of f ic ia l s  o f  d i f f e ren t  s teps  o r  
g rades  a s  par t  o f  a sys tem o f  f la t - ra te  c o m p e n s a t i o n .  
T h e  C o u r t  repl ied t h a t  t h e  C o m m i s s i o n ' s  decis ion 
d i d  n o t  seem compa t ib l e  wi th  t h e  pr inciple  o f  s o u n d  
financial m a n a g e m e n t .  Desp i t e  th is  t h e  C o m m i s s i o n  
h a s  n o t  u p  t o  n o w  seen  its w a y  t o  al ter ing th is  deci­
s ion .  
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Regular supplements to travel allowances 
10.4. In its 1978 Annual  Report the Court  
objected t o  the fact that  Parliament officials who  
went on  mission to  Brussels, Luxembourg or Stras­
bourg were regularly granted supplements in excess 
of the daily allowances,prescribed in the Staff Regu­
lations. 
The Parliament stated in its reply that  as  a provi­
sional solution it had  h a d  t o  adjus t  the  scale of  mis­
sion allowances t o  match actual hotel a n d  restaurant 
charges in view of the  number  a n d  frequency of  
these missions a n d  the fact  that  most of the officials 
concerned were in the  lowest income bracket. A per­
manent  solution would only b e  possible if a change 
were made  in the procedure hitherto followed by the  
Council  of Ministers for  adjust ing the  fixed mission 
allowances t o  the expenses actually incurred o n  mis­
sion. 
Recent inquiries by the  Court  have shown that  the  
Parliament is still granting supplements.  The Court  
cannot  regard the Parliament 's  contention that  it is 
mainly officials in the  lower salary scale travelling 
on  mission who are involved as  sufficient reason for  
continuation of this practice. Moreover, the granting 
o f  supplements t o  officials of the  Parliament who  
are on  mission constitutes a n  infringement of the  
principle of equal treatment for  all the staff of the  
Communities.  The Council ,  when recommending 
that  the Commission b e  given discharge for  the  
financial year 1978, added  a comment  t o  the effect 
that  the provisions of  the  Staff Regulations apply t o  
all Communi ty  institutions a n d  may  under  n o  cir­
cumstances be  disregarded by  a n  institution. 
only a partial solution;  coordination was essential 
in respect of all missions. The  Commission has still 
not  been able t o  achieve this overall coordination. 
With regard to  setting u p  a. modern system of 
accounting a n d  data  processing, the Commission 
stated that the delay of several years in computeriz­
ing mission expenses was d u e  t o  difficulties with the 
computer  programme. T o  date,  it has been unable t o  
overcome these difficulties. 
'International organization' 
\ 
10.6. The 1978 Annual  Report also criticized the  
overbroad interpretation (for the purposes of grant­
ing foreign residence allowances) of the term 'inter­
national organization', following a decision of the 
heads of administration in 1974, in that  the concept 
now covered private international organizations as 
well as public international organizations. 
In its reply the Commission agreed t o  inform the 
heads of administration of the comments  of the  
Court  so that the institutions could jointly examine 
the  exact interpretation of the term 'international 
organization'.  
After discussion, the  heads  of administration 
decided t o  retain the  present broad interpretation, 
on  the grounds that  the  increasing trend was to  assi­
milate the status of the  private international organi­
zation t o  that  of the public international organiza­
tion. 
Organization of missions at the Commission 
10.5. It was also stated in the  Annual  Report that  
the  organization of missions at the Commission in 
Brussels was unsatisfactory as there was a lack of 
coordination a n d  n o  modern  system of accounting 
a n d  data  processing. 
With regard t o  coordination,  the  Commission 
replied that  it would b e  adopt ing measures o n  con­
sultation in respect of missions in non-European 
countries. The Court  remarked in reply that  this was 
The Court  is unable t o  share this view, since in Arti­
cle 4 (1) of Annex VII of the  Staff Regulations, work 
for  an  international organization is equated with 
work for  a State. The  reference must  therefore b e  t o  
employees of a State or a public international 
organization, but  no t  of  a private association or  
body.  This is also the  view of  the legal service of the  
Commission, which in a n  opinion given earlier a t  
the request of the  heads  of administration stated 
that  the term 'international organization' was with­
ou t  doubt  t o  b e  interpreted restrictively, a n d  that  a 
private international organization could not  b e  
understood thereby. 
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Bodies operating in the interests of  the staff 
i 
10.7. With  regard ,  t o  t h e  ext ra-budgetary  u n d e r ­
takings ,  t h e  C o u r t  in its 1978 A n n u a l  Repor t  criti­
cized t h e  fac t  tha t  t h o s e  b o d i e s  t ha t  ope ra te  in t h e  
interests  o f  t h e  s taf f  a n d  the i r  fami l ies  d o  riot h a v e  a 
f inanc ia l  a n d  accoun t ing  system which  sat isf ies t h e  
requ i rements  o f  s o u n d  f inanc ia l  m a n a g e m e n t .  T h e  
C o u r t  p roposed  tha t  a legal,  f inanc ia l  a n d  accoun t ­
ing  f r amework  b e  d r a w n  u p  o n  a n  inter-inst i tut ional  
level, l eading  t o  genera l  provis ions  f o r  imp lemen ta ­
t ion  u n d e r  Article 9 (3) o f  t h e  S ta f f  Regulat ions .  
I n  the i r  replies t h e  var ious  inst i tut ions essential ly 
agreed  t o  t h e  C o u r t ' s  p roposa l s  f o r  a n  inter-insti tu­
t iona l  so lu t ion .  
T h e  C o u r t  f o u n d  in  its recen t  inquir ies  t ha t  s o m e  
ins t i tu t ions  h a v e  a l ready  d r a w n  u p  proposa ls .  N o  
inter-inst i tut ional  a r r angemen t ,  however ,  h a s  a s  yet  
c o m e  in to  be ing .  
10.8. T h e  C o u r t  an t ic ipa tes  t h a t  t h e  ins t i tu t ions  
will ac t  wi thout  de lay  o n  t h e  bas is  o f  its c o m m e n t s  
f r o m  previous  years.  
STAFF EXPENDITURE OF THE JOINT 
RESEARCH CENTRE OF THE EUROPEAN 
COMMUNITIES 
10.9. T h e  app rop r i a t i ons  f o r  s taf f  expend i tu re  o f  
t h e  Jo in t  Research C e n t r e  o f  t h e  E u r o p e a n  C o m m u ­
nit ies ( Ispra ,  Kar ls ruhe ,  G e e l  a n d  Petten research 
es tabl ishments)  a re  f i n a n c e d  f r o m  t h e  appropr i a ­
t ions  o f  Articles 330 t o  333 o f  Sect ion I I I  o f  t h e  gen ­
eral b u d g e t  o f  t h e  C o m m u n i t i e s  a n d  m a n a g e d  b y  
t h e  Ispra  research es tab l i shment .  I n  t h e  f inanc ia l  
yea r  1979 a total  o f  120 mil l ion E U A  w a s  s p e n t  o n  
research a n d  inves tment  f o r  di rect  research activi­
ties. Staff  expend i tu re  represents  m o r e  t h a n  68  mil­
l ion E U A  of  this  a m o u n t  — a b o u t  57 % o f  t h e  to ta l  
appropr ia t ions .  
Th is  expend i tu re  w a s  e x a m i n e d  a t  t h e  I spra  research 
es tab l i shment  a n d  a t  t h e  C o m m i s s i o n  in Brussels,  
where  necessary.  T h e  e x a m i n a t i o n  concen t ra ted  in  
par t icular  o n  
— t h e  system o f  p a y m e n t  o f  remunera t ions ,  
— t h e  m a n a g e m e n t  o f  pos ts ,  
— t h e  appl ica t ion  o f  t h e  special  provis ions  o f  t h e  
Staff  Regulat ions .  
T h e  fo l lowing findings were  m a d e :  
The system of  payment o f  remunerations 
( a )  P r o b l e m s  o f  o r g a n i z a t i o n  
10.10. Processing o f  t h e  r emune ra t i on  o f  s ta f f  a t  
t h e  Jo in t  Research C e n t r e  is d iv ided  be tween  t h e  
I sp ra  research es tab l i shment  a n d  t h e  C o m m i s s i o n  i n  
Brussels.  
T h e  payrol ls  f o r  o f f ic ia l s  a n d  t empora ry  s ta f f  in  
categories  A a n d  B a r e  m a d e  u p  i n  Brussels,  a n d  
those  f o r  t empora ry  s t a f f  i n  categories  C a n d  D in  
Ispra .  However ,  the re  is n o  co r re spond ing  separa ­
t ion  o f  t h e  persona l  files, wh ich  con ta in  t h e  b a s i c  
i n fo rma t ion  f o r  t h e  ca lcu la t ion  o f  salaries.  These  a r e  
k e p t  a n d  admin is te red  central ly  a t  t h e  I sp ra  research 
es tab l i shment .  
Th is  a r rangement  cons iderab ly  inhibi ts  t h e  neces­
sary internal  controls .  T h u s  ne i ther  t h e  F inanc ia l  
Cont ro l le r  n o r  t h e  au thor iz ing  o f f i ce r  c a n  effect ively 
pe r fo rm f r o m  Brussels the i r  t a s k  o f  mon i to r ing  p a y ­
rolls  m a d e  u p  in  I spra ,  if a t  t h e  s a m e  t i m e  all t h e  
d o c u m e n t s  jus t i fy ing  c h a n g e s  i n  r emunera t ion  a r e  
k e p t  in t h e  persona l  files a t  t h e  I sp ra  research es tab­
l i shment  a n d  c a n n o t ,  f o r  o b v i o u s  reasons ,  b e  sen t  t o  
t h e m  in  t h e  original .  
Moreover ,  th is  system causes  adminis t ra t ive  de lays ,  
s ince  whenever  these  is a c h a n g e  in  t h e  pe rsona l  cir­
cums tances  o f  a n  of f ic ia l  o r  t empora ry  m e m b e r  o f  
t h e  s ta f f ,  not ices  o f  t h e  c h a n g e  a n d  salary s tate­
m e n t s  m u s t  b e  e x c h a n g e d  be tween  Ispra a n d  Brus­
sels. 
T h e  C o u r t  therefore  cons ide r s  it adv i sab le  t h a t  t h e  
salaries o f  all s taf f  b e  dea l t  wi th  in  o n e  p l ace  only .  
( b )  P r o b l e m s  i n  m o n i t o r i n g  p a y ­
m e n t s  
10.11. T h e  fo l lowing  p o i n t s  give rise t o  c o m ­
m e n t s :  
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(i) In preparing the monthly payrolls, any changes 
in the personal circumstances of the staff must 
be  taken into consideration. The list of these 
'notices of change', which are important for 
determining the amount  payable as salary, is 
prepared, e.g. for staff in Categories C and D,  
by one officer at the payments office in Ispra 
without a second officer being responsible for 
checking it; 
(ii) The signing of the payment order by the author­
izing officer is not preceded by any check of the 
payrolls to ensure that all the information in 
them is correct and  complete; 
(iii) The Financial Controller does not regularly 
receive carbon copies of the notices of change 
which would enable him to  monitor the changes 
in the payrolls; 
(iv) There is no  plausibility check in the computer 
programme used for the processing of salaries, 
whereby serious deficiencies could be  exposed 
in good time. 
The Court takes the view that the internal control 
procedure is not entirely satisfactory for an area of 
such importance as payment of salaries. The basic 
cause of the problem appears to be  the lack of 
clear-cut directives for  the procedure to  be  followed 
in preparing, paying, and recording payment of 
salaries, with the result that the method of process­
ing is by and large left to the individual officer. 
Equally lacking are clear rules for the internal con­
trol procedure, both in administration and financial 
control, which would leave n o  room for doubt as to  
the type, scope, frequency, allocation and proof of 
the controls. 
The Commission should instruct the relevant 
departments to introduce the controls proposed into 
the system of payment of remunerations. There 
should also be drafted clear directives for the pro­
cess of payment and set rules for internal control. 
The management of posts 
10.12. At present the research establishments d o  
not keep registers adequately identifying their posts. 
It is thus virtually impossible to have an overall 
view of the data for individual posts: initial notifi­
cation by the Commission, allocation to a section, 
time during which the post is occupied or vacant, 
and where applicable, surrender of the post to the 
Commission as free. 
Nor are the individual jobs corresponding to indivi­
dual authorized posts described with reference to the 
nature of the work or its level of difficulty. Such 
descriptions are, however, particularly essential in 
the field of research since individual jobs are spe­
cialized: it is impossible to make an adequate 
assessment of the necessity, level or use of the ser­
vices involved without detailed information of the 
nature of the work and its requirements. 
In the Court's view, proper management of posts 
and economical use of staff is generally speaking 
only possible if all the data and background infor­
mation on a post under discussion and the corres­
ponding job  are readily available. 
The Commission should ensure that in future such 
records are available at the research centres. 
The application of the special provisions of the Staff 
Regulations 
A r t i c 1 e 9 2 
10.13. In accordance with Article 92 ff. of the 
Staff Regulations, staff who occupy posts in the 
'scientific and technical service' are granted pecuni­
ary advantages. Only these officials are entitled to  
receive the bonuses and  allowances provided, such 
as 
(a) bonus for inventions (Article 94); 
(b) bonus for exceptional service (Article 99); 
(c) allowance for particularly arduous working con­
ditions (Article 100). 
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Article 92 expressly stipulates that the term 'scien­
tific and technical service' must be confined to posts 
in the field of nuclear science. 
As at 31 October 1979, of 1 682 officials and tempor­
ary staff at the Ispra research establishment, 1 310 
— 78 % of the total — are classified in the 'scientific 
and technical service'. 
In other cases staff were awarded bonuses without 
the patent having been granted as Article 94 
requires. It was also found that Article 2 of the 
implementing rules does not correspond with Arti­
cle 94 in that it allows the award of a bonus on the 
basis of an application for a patent. 
Following the Council Decision of 18 July 1977 
(77/488/EEC, Euratom), not more than about 600 
of the above-mentioned 1310 staff should be in 
posts in the field of nuclear science. About 450 staff 
occupy posts in other research programmes, but 
under Article 235 of the EEC Treaty, not under Arti­
cle 7 of the Euratom Treaty. A further 250 staff hold 
posts in the service sector or in the computer centre. 
10.14. The Court is well aware that this situation 
exists for historical reasons. Originally the Joint 
Research Centre was solely concerned with research 
in the field of nuclear science. Since 1973, however, 
it has extended its activities into the non-nuclear 
field. The Court is also aware of the results of an 
examination carried out  by a Commission working 
party on the allocation o f  staff a t  the Joint Research 
Centre, which found that 50 employees appeared to 
be wrongly graded. The Court is of the opinion, 
however, that historical considerations are no justifi­
cation for the situation described and that the 
re-grading of a mere 50 employees represents a sig­
nificant underestimate. 
10.15." In the course of its examination of the 
application of Articles 94, 99 and 100 ('total 1978 
payments approximately Bfrs 18 million) the Court 
found a number of cases where payments were 
made to persons not employed in the field of 
nuclear science. Much of the difficulty could be 
avoided by re-classification of these employees. 
Apart from the matter of grading the following 
points are of importance; 
B o n u s  f o r  e x c e p t i o n a l  s e r v i c e  
( A r t i c l e  9 9 )  
10.17. In the financial year 1978, 89 staff received 
bonuses (for approximately Bfrs 3 million in total), 
although only about half this number occupy posts 
in the field of nuclear science. More than a quarter 
of those receiving bonuses were service or computer 
staff, and almost a quarter were staff in other 
branches of research. Neither group at all fulfils the 
conditions of Article 92. . 
Moreover, examination of successful applications 
for bonuses showed that Article 99 and its imple­
menting provisions had in places been very gener­
ously interpreted. Bonuses were, for example, 
awarded for snow-clearing. Snow-clearing can 
hardly be considered as an exceptional service 
within the meaning of the implementing provisions. 
Furthermore, in addition to the bonus, these 
employees were granted allowances for particularly 
arduous working conditions and overtime. 
In other cases bonuses were awarded because, for 
example, equipment damaged in transit had to be 
quickly repaired so that a test series could be com­
pleted. This was in fact routine work. 
B o n u s  f o r  i n v e n t i o n s  
( A r t i c l e  9 4 )  
10.16. Out  of a -total of  97 staff who received 
bonuses (total approx.: Bfrs 0-4  million) for 
patented inventions in 1977, 1978 and 1979, only 
about half occupied posts in the field o f  nuclear sci­
ence. 
The amount of the bonus unit awarded (at present 
Bfrs 50 000, previously Bfrs 30 000) frequently has 
little real relation to the 'exceptional service' ren­
dered. This is particularly evident if it is considered 
that, for example, in 1978 and 1979 a member of the 
research staff received a bonus of only Bfrs 2 500 for 
an  invention whereas a member of the service staff 
received a bonus of Bfrs 30 000 for snow-clearing. 
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A l l o w a n c e s  f o r  p a r t i c u l a r l y  
a r d u o u s  w o r k i n g  c o n d i t i o n s  ( A r t i ­
c l e  1 0 0 )  
10.18. Of the 550 officials who at present receive 
allowances, only about 250 occupy posts in the field 
of nuclear science. Therefore in 300 cases there is n o  
legal basis for the granting of allowances. 
also be  necessary to  amend accordingly the imple­
menting provisions for Article 94 and to apply those 
for Article 99 restrictively. Furthermore, the amount 
of the bonus unit for exceptional service should be  
examined with a view to bringing it into line with 
the bonus for patented inventions. 
Apart from this fundamental  point, irregularities 
were also found in the application of the provisions 
determining the rates and  conditions of the allow­
ances (Council Regulation (EEC) N o  1799/72 of 
18 August 1972). 
10.19. Thus for example one pyrotechnician was 
awarded a flat-rate allowance of 6V2 hours per 
working day for 'work with explosive materials' 
although on average explosions only take place 
every 4 weeks, which would yield a maximum flat-
rate time allowance of one  hour per working day. 
A further eight members of the staff (technicians 
and mechanics) were awarded allowances under the 
special working conditions: 'Handling of specific 
products or working with these products under par­
ticularly arduous conditions', with a time allowance 
of 6V2 hours per working day as a daily flat rate, 
although they had not handled any of the specific 
products referred to in the above-mentioned Coun­
cil Regulation, nor worked with these products 
under particularly arduous conditions. 
Those responsible in the department explained this 
unusual procedure by saying that they had raised 
the time allowance of the pyrotechnician indepen­
dently of the actual amount  of time taken in order 
to  take better account of the special dangers of 
working with explosives than does the Council 
Regulation. 
PERSONS TREATED AS DEPENDENT CHILDREN 
10.21. The rules as to  persons treated as depend­
ent children are laid down in Annex VII, Arti­
cle 2 (4) of the Staff Regulations. The Court exam­
ined the application of the common implementing 
provisions issued on this subject in each institution. 
At present, over 800 allowances are paid, at a cost of 
approximately Bfrs 40 million in 1979. It was 
observed that important rules are not always cor­
rectly applied. 
10.22. Article 8 of the implementing provisions 
for instance, lays down the strict requirement that 
account should be taken of 'income of any kind'  
both of the person for whom status equal to a 
dependent child is claimed and of the persons who 
are legally obliged to maintain that person. In parti­
cular this applies to  allowances and pensions but 
also to the rental value of the personal residence. In 
addition account must be  taken of income from 
agriculture and fprestry, a trade or profession, land, 
buildings, bank deposits and investments. 
In the same way, it was stated, the technicians and 
mechanics had to be  awarded an allowance at their 
own assessment, because they felt exposed to excep­
tional nervous stress from explosions on the same 
site. Similar shortcomings were also encountered in 
other departments. 
10.20. The Commission should take appropriate 
measures to ensure the correct application of the 
special provisions of the Staff Regulations in the 
future, in particular with regard to Article 92. It will 
The examination of about 50 cases at the Joint 
Research Centre showed that the supporting docu­
ments to an application for the treatment of a per­
son as a dependent child regularly show only the 
salary or pension of the person to be maintained 
and,  where applicable, the value of his personal 
residence. The value of the personal residence of the 
person legally responsible for maintenance and his 
other income of the types mentioned above are 
never included. A large number of applicants do,  
however, own a private residence. There are also 
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other forms of income, e.g. building society depos­
its. It was found that these officials transferred a 
considerable part of their salaries t o  the 'Beamten-
heimstattenwerk' (civil service building so'ciety), a n d  
not  only for  the repayment of housing loans. Similar 
findings were made  in all the institutions. 
new weightings in the same way as the other institu­
tions. It is necessary in the  interests of equal treat­
ment  of Community staff.  There is n o  legal justifica­
tion for not  applying the  new weightings since n o  
formal steps have been taken t o  amend  Article 11. 
10.23. The Court recognizes that the administra­
tive services of the institutions would have consider­
able difficulty in establishing the true ' income of 
any kind' .  Nevertheless, every possibility for  estab­
lishing income should be  exploited to  the full. For 
instance, the applicant could be  given a question­
naire listirig every conceivable kind of income both 
of the person to  be treated as a dependent  child a n d  
of the person liable for  maintenance,  a n d  b e  
required to  make a solemn declaration as to  the 
truth of his answers. 
10.24. Article 11 of the  implementing provisions 
prescribes that the amounts  mentioned in Articles 4 
t o  8 shall be  weighted according t o  the  weightings 
applicable for the country of the official 's place of 
work a n d  for  the place of  residence of  the other per­
sons concerned. 
Examination on  the spot  showed that  the weightings 
which came into effect f rom 1 April 1979 (in part  
with considerable changes) were applied by the  
Council ,  the Economic a n d  Social Committee a n d  
the Court  of Justice. At the Commission a n d  the  
Parliament, however, the  weightings were no t  
brought u p  to  date in those cases where this would 
have meant cancellation of the allowance. The  
Bureau of the Parliament, in its capacity as appoint­
ing authority, ordered that  the 'status quo ' ,  i.e. cal­
culation on  the basis of  old weightings, b e  main­
tained until appropriate inter-institutional rules are 
worked out.  
The administration of the  Commission at Brussels 
decided, in the case of persons entitled t o  an  allow­
ance at 31 March 1979, t o  freeze the chargeable bur­
den  for  a transitional period of 5 years f rom 1 April 
1979 a t  the levels obtaining a t  that  date  for  countries 
where the chargeable burden was reduced. The  
Financial Controller d id  not  withhold his approval.  
In this connection mention should b e  m a d e  of the  
reply of the Commission t o  a comment  of the Court  
in relation to  the 1977 financial year on  the level of  
the maintenance al lowance:  in this reply it was 
stated that ' the problem connected with the amount  
of the presumed burden will b e  resolved with the  
introduction of the  European Unit  of Account ' .  
Although the possibility now exists of reducing the  
chargeable burden by means  of the  weighting, the  
Commission has so far  m a d e  n o  use of it. 
10.26. The Court  would raise the  question 
whether Article 110 of  the  Staff Regulations should 
not  be  extended t o  provide that  agreement among  
the institutions should b e  obligatory for  all imple­
menting provisions t o  Articles of the  Staff Regula­
tions that have financial effects. 
In the Court 's  opinion the  Parliament a n d  the Com­
mission should immediately apply the new weight­
ings. . 
TRANSFERS O F  EMOLUMENTS 
Transfers in June 1979 
10.27. On ' 28 March 1979 the  Commission 
decided t o  introduce, on  a provisional basis, 'Rules 
laying down the procedure for  the  transfer of part of 
an  official 's emoluments ' ,  in accordance with Arti­
cle 17 (2) of Annex VII of  the Staff Regulations, 
with effect from 1 April 1979. It acted on  the  
assumption that the common agreement of the insti­
tutions, as prescribed by  the  Staff Regulations, 
would be  forthcoming. 
10.25. The Court does  not  understand why the  
Parliament a n d  the Commission did not  apply the 
Article 5 of these Rules provides,  inter alia, that o n  
request, the official may once a year, in June,  trans­
fer through the institution the  total amount  of his 
net  remuneration, less the  regular transfers, in the  
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currency of his country of  origin or in the currency 
of  the country in which his institution has its seat. 
The  practical effect of this rule is that  once  a year 
the weighting need not  b e  taken into consideration 
in the calculation of the  salary. This creates consi­
derable financial advantages for  officials f rom 
countries such as Ireland, Italy or the United King­
d o m  for  which, compared with Belgium or  Luxem­
bourg, the official weightings are considerably 
lower ( ') .  
10.28. As a result of this rule, officials a t  the  
Research Centre, Ispra (Italy), requested that  their 
remunerations for  J u n e  1979 b e  m a d e  out  in Belgian 
francs by the Payments Off ice  in Brussels a n d  trans­
ferred in Italian lire t o  a b a n k  account  in Italy a t  the  
current daily rate of exchange. 
The  Financial Controller refused t o  authorize these 
transfers, since, in his view, they constituted a 
breach of the provisions of the  Staff Regulations. 
H e  based his decision o n  three grounds. Firstly, 
there was nothing in the  provisions of Article 17 t o  
allow the transfer of the  total remuneration for  the  
month  of June.  Secondly, it was not  clear how far  
the  transfer of emoluments  in Italian currency was 
actually necessary for  the  payment  of obligations 
outside Italy. Thirdly, transfers of money under  
Article 17 could in general only be  f rom the place of  
employment to  another  country a n d  not  f rom the  
country where the institution has  its seat t o  the place 
of  employment.  
10.29. The  Commission decided t o  overrule the  
Financial Controller. In its decision, it refers exclu­
sively t o  Article 5 of the  'Rules  laying down the  pro­
cedure for  the transfer of part  of a n  official 's emolu­
ments '  which it h a d  introduced o n  a provisional 
basis only. In this connection it should b e  noted 
that  in respect of that  part  of  Article 5 which the  
Commission relies upon  in its decision, it was no t  
possible t o  obtain the common  agreement of the  
institutions because of the  conflict with Article 17, 
a n d  it was therefore not  included in the final version 
of the Rules. This means  that  there was n o  legal 
basis for  the transfers of  net remunerations made  by 
the  Commission a n d  n o n e  has  been created since. 
10.30. The Communit ies  have incurred a consid­
erable financial loss through the  procedure followed 
by the Commission:  in the  order of  Bfrs 40 million 
for  the transfers of the  Research Centre officials 
alone. 
Transfers to the 'Beamtenheimstattenwerk' (civil serv­
ice building society) 
10.31. In accordance with Article 17 (2) (b) of 
Annex VII of the Staff Regulations (as amended on  
21 December 1978), an  official may regularly trans­
fer part of his emoluments  through the institution 
which he  serves, where such transfer is intended t o  
cover expenditure arising out  of commitments 
proved t o  have been regularly undertaken by the  
official outside the country where he carries out  his 
duties. 
In order to  implement this provision 'Rules laying 
down the procedure for  the transfer of part of a n  
official 's emoluments '  were adopted,  with effect 
f rom 1 April 1979, by common agreement between 
the  institutions of the European Communities.  
Expenditure regarded as justifying such transfers is, 
for  example:  
— upon  presentation of the  title deeds a n d  of the  
mortgage agreement, mortgage repayments,  
spread over at least seven years, for  the pur­
chase of land for  either a private dwelling or the  
construction, purchase or  conversion of the  offi­
cial's main home  or second home  in a country 
of the Communi ty ;  
— upon  presentation of the  deed,  payments  
towards life annuities, a n d  u p o n  presentation of 
the relevant contract, life a n d  invalidity insur­
ance premiums or  building society payments in 
connection with the  real estate transactions 
referred to  above. 
(')  Official, married with two children, employed in Italy, 
grade A 4, last step, receiving expatriation allowance: 
net salary, June 1979 
with weighting Bfrs 126 913 
without weighting Bfrs 170 811 
Difference Bfrs 43 898 
Transfers may also b e  requested for  education 
expenses (schools or university), support  of depen­
dants,  a n d  retirement pension contributions. Total 
transfers may not  exceed 35 % of net monthly 
remuneration but  exceptions may be  made  in 
certain cases for a transitional period. 
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10.32. An  examinat ion of  the  practical applica­
t ion of  these provisions in all the  institutions has  
shown that  n o  c h e c k j s  m a d e  whether the  sum in t he  
savings contract is actually used  fo r  the  real estate 
transaction.  This would  appea r  necessary, particu­
larly in those cases where officials employed in 
countries where the  weighting is considerably lower 
than  tha t  appl ied t o  t he  Federal Republ ic  of  Ger­
m a n y  have  concluded a savings contract  with the  
'Beamtenheimstat tenwerk ' .  D u e  t o  the  difference in 
weighting an  official employed in such a country 
only has  t o  pay approximately 700 D M  himself fo r  a 
monthly  building society premium of  1 000 D M ,  
while the  Communi t ies  pay  approximately 300 D M .  
T h e  weighting is no t  however  taken into account  o n  
the  transfer of the  savings, i.e. the  official receives 
back 100%. Consequent ly ,  it is unders tandable  tha t  
officials employed in Ireland,  Italy a n d  the  Uni ted 
Kingdom in particular, exhaust  the  3 5 %  limit in 
transfers t o  the  'Beamtenheimstat tenwerk '  a lone  o r  
even temporarily exceed the  limit under  the  special 
provisions. Some cases involve commitments  fo r  
monthly  building society premiums of  over  
6 000 D M .  In many  o f  these cases it is doub t fu l  
whether the  payments  are actually m a d e  fo r  the  pur­
poses stipulated in the  Rules. It appears  fa r  more  
likely that  the  motive is a straightforward financial 
gain,  without any serious intention of  engaging in a 
real estate transaction fo r  personal requirements.  
10.33. In view of  t he  above  considerations each 
individual case should  b e  examined  t o  ensure tha t  
the  building society premiums have been used fo r  
t he  purposes in tended.  It should  b e  required that  t he  
Communi t ies '  share in principle b e  pa id  back  when 
used for  purposes  other  t h a n  those  stipulated. 
appoin tment ,  t ransfer  o r  leaving the  service' a n d  
also 'in the  course of  o r  in connect ion with his 
duties ' ,  while Article 5 o f  t he  Annex  sets ou t  t he  
condit ions fo r  the  grant  of  these allowances.  U n d e r  
these provisions a n  official  receives a n  installation 
al lowance where he  fulf i ls  o n e  of  t he  fol lowing con­
di t ions:  
(a) T h e  official must  prove that  he qualifies fo r  
expatriation al lowance,  i.e. 
— that  he  is no t  a n d  has  never been a nat ional  
of the  State in whose  territory the  place 
where he is employed  is si tuated, a n d  
— during the  five years ending  six mon ths  
before he  entered the  service d id  no t  habi­
tually reside o r  carry o n  his main  occupa­
tion within the  European  territory of  that  
State. For the  purposes  of  this provision, 
circumstances arising f rom work d o n e  fo r  
another  State o r  fo r  a n  international organi­
zation are no t  t aken  in to  accoun t ;  
— that  he  is o r  ha s  been  a nat ional  of  the  State 
in whose territory t he  place where he  is 
employed is s i tuated bu t  during the  ten 
years ending a t  the  da t e  of  his entering the  
service habitually resided outs ide the  Euro­
pean territory o f  tha t  State fo r  reasons other  
than the  per formance  of  duties  in the  ser­
vice of  a State o r  o f  a n  international organi­
zation. 
T H E  SYSTEM O F  INSTALLATION ALLOWANCES 
10.34. T h e  rules f o r  granting a n  installation 
al lowance — for  which a b o u t  Bfrs 140 million were 
entered in the  1979 budge t  — are laid d o w n  in t he  
Staff  Regulations in Article 71 a n d  Annex  VII,  Arti­
cle 5. Article 71 provides the  bas ic  right t o  'reim­
bursement  of expenses  incurred o n  taking u p  
(b) T h e  official furnishes  evidence of  having been 
obliged t o  change his place of residence in order  
t o  comply with Article 20 of  the  Staff Regula­
t ions (residence requirement).  
T h e  installation a l lowance m a y  thus  in principle b e  
granted in two entirely d i f ferent  cases. Whereas it 
can  b e  assumed in t he  second case tha t  the  official  
has  incurred expenses o n  taking u p  appo in tment  
since he  has  had  t o  change  his p lace  of  residence, in 
t he  first case this assumpt ion  cannot  necessarily b e  
m a d e  since the  right t o  a n  expatriat ion al lowance 
does  no t  depend  o n  a change  o f  place of  residence 
o n  taking u p  appoin tment .  
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10.35. The Court examined the system of installa­
tion allowances and their application in practice by 
the different Community institutions.' It was found 
that the provisions of Article 5 of Annex VII have to 
date been interpreted literally and the installation 
allowance has been paid not only on an actual 
change of place of residence but also on the sole 
ground of entitlement to expatriation allowance, to 
• the following recipients: 
— all officials who had been resident at their 
future place of employment for less than 5 years 
before their appointment;  
— all officials who had been resident for more 
than 5 years before their appointment at their 
future place of employment if they had been 
working there for  another State or an interna­
tional organization; 
— officials who, before appointment, had always 
or for a very long period been resident in the 
State of their future place of employment but 
whose stay there had been interrupted for a con­
tinuous period of 5 years ending 6 months 
before appointment;  
— officials who had been resident near the borders 
of their future place of employment and there­
fore did not need to  change their place of resi­
dence in order to  comply with Article 20 of the 
Staff Regulations; 
- j -  children of employees of the Communities, of a 
State or of an international organization who 
had been appointed by a Community institution 
and for whom the reference periods (5 years) for 
residence run from the attainment of legal 
majority or from .the date of taking u p  gainful 
employment. 
The cases listed above indicate that there was no  
change of place of residence with the special costs 
usually involved. Nevertheless the Staff Regulations 
provide, in these cases as well, for the payment of 
an installation allowance and thus a reimbursement 
of expenses, without the officials having incurred 
expenses. 
10.36. The Court takes the view that the present 
wording of Annex VII, Article 5, of the Staff Regu­
lations, which grants an installation allowance 
solely on the grounds of qualification for expatria­
tion allowance, in practice makes possible a proce­
dure which, though n o  exception can be  taken on 
legal grounds, is de facto unjustifiable: it regularly 
permits payments without the official having actu­
ally incurred expenses. There can be n o  question, 
therefore, of a real reimbursement of expenses in 
accordance with Article 71 of the Staff Regulations. 
10.37. In the opinion of the Court, consideration 
should be given to whether the first condition for 
the grant of installation allowance — payment of 
expatriation allowance — could not simply be  
deleted. 
ELECTION T O  PUBLIC OFFICE 
10.38. Officials of the European Communities 
may be  elected to public office. Pursuant to Arti­
cle 15 of the Staff Regulations: 
— an official who is a candidate for elective public 
office shall apply for leave on personal grounds 
for a period exceeding three months; 
— the Appointing Authority shall consider the case 
of any official elected to such office and having 
regard to the importance of the office and the 
duties it entails for the holder, decide whether 
the official should continue in active employ­
ment or should apply for leave on personal 
grounds. 
10.39. In 1979, 21 employees of the European 
Communities stood as candidates for elective public 
office, of whom 20 applied for and obtained leave 
on personal grounds. Of the 7 officials elected, 
6 applied for Leave on personal grounds for their 
term of office. 
10.40. A few months before the election, the 
Bureau of the European Parliament decided to 
apply the provisions of Article 50 of the Staff Regu­
lations to one member of its staff. Under these pro­
visions 
— an official holding a post in Grades A 1 or A 2 
may be retired in the interests of the service by 
decision of the Appointing Authority. 
The effect, under Article 47 of the Staff Regulations, 
is to terminate the service of the official, which in 
the case in question did occur on 31 May 1979. 
10.41. The principal justification of the Bureau 
of the European Parliament for its retirement of the 
official in the interests of the service was that it was 
important for the Parliament to  be free to dispose of 
the post of Secretary-General as it saw fit. This justi­
fication is not convincing however, since the post 
would have also remained available if the provi­
sions of Article 15 — granting of leave on personal 
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grounds — had been applied.  Article 40 (4) (c) pro­
vides that another person may be  appointed to  the 
post occupied by the official who applies for leave 
on  personal grounds. 
10.42. The Court would point  out  that  the appli­
cation of Article 15 involves virtually n o  financial 
burden.  The decision of  the European Parliament t o  
retire the official f rom the service pursuant t o  Arti­
cle 50 of the Staff Regulations on  the other hand  
involved considerable costs. 
10.43. It is not  clear t o  the Court ,  therefore, why 
the Bureau of the European Parliament applied 
Article 50 a n d  not  Article 15 of the Staff Regula­
tions in the above case. 
According to  the remarks t o  Item 1490 of Section 1 
(European Parliament) the  appropriations under  
this item are solely for  aid a n d  subsidies for  staff 
a n d  their families. There should not  therefore have 
been a transfer to  the  High Commissioner charged 
against this item. There is, moreover, n o  other possi­
bility of charging this expenditure t o  Section I, since 
n o  appropriations are available for  this type of 
expenditure, nor  should they be  available. This is 
the only conclusion that  can be  drawn from the 
provisions of Article 205 of the E E C  Treaty, which 
give the Commission sole responsibility for  the 
implementation of the  budget.  The  individual insti­
tutions participate only t o  the  extent of effecting 
their own expenditure. 
10.45. The procedure adopted  by the Parliament 
constitutes a serious breach of the E E C  Treaty (Arti­
cle 205) a n d  of the Financial Regulation (Article 5) 
a n d  thereby of the principles of legality a n d  regular­
ity. There has been a n  exchange of correspondence 
with the President of the  European Parliament on  
this matter. 
C O M P L I A N C E  W I T H  F I N A N C I A L  P R O V I S I O N S  
10.44. At its meeting of 19 July 1979 the Euro­
pean Parliament decided t o  transfer a sum of 1 mil­
lion EUA to  the United Nations High Commis­
sioner for Refugees in support  of his rescue opera­
tions for  shipwrecked Indochinese refugees. The  
appropriations required were taken from the provi­
sional appropriations of  the Parliament under  Arti­
cle 100 a n d  transferred t o  Item 1490. 
Remark of the Court on the reply ^of the Parliament to 
paragraphs 10.44 and 10.45 
The Parliament justifies its course of procedure by 
reference to the extreme urgency of the aid. 
None the less, the Court sees no reason to alter the 
opinion expressed by it in paragraph 10.45. 
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CHAPTER 11 — OPERATIONAL EXPENDITURE 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
reference 
Introduction 11.1 to 11.4 
Matters arising from previous years 11.5 
Matters arising during the 1979 audit year: 
Acquisition and control over office supplies and 
equipment, etc. 11-6 and 11.7 
Insurance ' ' - 8  and 11.9 
Computer Centre l l . 1 0 a n d l l . l l  
Publishing activities 11-12 
Expenditure on direct elections 11.13 to 11.19 
I N T R O D U C T I O N  
11.1. Expenditure '  upon buildings, equipment 
and miscellaneous administrative activities is 
chargeable to Title 2 of the budget. This title 
therefore includes most of the expenditure necessary 
for the daily running of the institutions of the Com­
munities, other than that directly on staff which is 
charged to Title 1 (see Chapter 10 of this report). 
Title 2 also includes expenses of meetings, studies, 
publications and information, and certain subsidies, 
including those to the external bodies reported on in 
Chapter 12 of this report. 
11.2. Expenditure under Title 2 charged to 1979 
accounts amounted to 235 979 331-06 EUA, as com­
pared with an original budget appropriation of 
234 776 178 EUA and  expenditure in 1978 of 
213 503 266 • 52 EUA. The following tables give 
summaries of the 1979 budget transactions by chap­
ter and by institution. 
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Table 1 — T i t l e  2 :  appropriations by budget heading 
(EUA) 
Chapter 
Original budget Final appropria­tions Total commitments 
Percentage com­
mitments of final Percentage of 
appropriations total commit­
ments paid 
(a) (b) (c) „ (c)of(b) 
20. I m m o v a b l e  p roper ty  invest­
' 
m e n t s  622 000  1 132 0 0 0  833 0 9 1 - 7 2  7 3 - 5 9  2 9 - 2 2  
21.  Ren ta l  o f  bu i ld ings  a n d  asso­
c ia ted  e x p e n d i t u r e  67 985  570 71 478 935  6 8  345 2 3 6 - 2 9  9 5 - 6 2  8 5 - 9 8  
22. M o v a b l e  p roper ty  a n d  asso­
c ia ted  e x p e n d i t u r e  2 4  620  868 3 4  660  913  3.0 096 4 2 7 - 3 9  8 6 - 8 3  7 4 - 0 7  
23.  C u r r e n t  admin i s t ra t ive  ex­
p e n d i t u r e  32 301 340  33  290 730  28 021 839 -05 8 4 - 1 7  7 8 - 5 6  
24.  En t e r t a i nmen t  a n d  represen ta ­
t i on  expense s  1 197 0 3 0  1 392 0 3 0  1 145 6 0 1 - 0 4  8 2 - 3 0  7 6 - 6 8  
25.  Expend i tu r e  f o r  f o r m a l  a n d  
o the r  mee t ings  19 370  360  19 656  360  15 9 9 4  422  -50  81 -37 8 5 - 1 7  
26. Expend i tu re  o n  s tud ies ,  sur­
veys a n d  consu l t a t ions  12 792 100 14 892 100 14 662 8 0 1 - 6 4  9 8 - 4 6  3 6 - 6 3  
27.  E x p e n d i t u r e  o n  pub l i sh ing  * 
a n d  i n fo rma t ion  2 9  322 0 3 0  32  471 530 32  025 120-54 9 8 - 6 3  6 9 - 3 2  
28.  Subs id ies  f o r  b a l a n c i n g  o f  
b u d g e t s  ( ' )  4 3  143 700  4 3  143 700  41 341 828-98 '  9 5 - 8 2  9 8 - 8 2  
29. Subs id ies  a n d  f inanc ia l  c o n ­
t r ibu t ions  3 421 180 3 9 7 0  180 3 5 1 2 9 6 1 - 9 1  8 8 - 4 8  7 4 - 7 3  
Tota l  234  776  178 256 088  478  235 979 3 3 1 - 0 6  9 2 - 1 5  8 0 - 0 3  
( ' )  I nc ludes  to ta l  e x p e n d i t u r e  o f  O f f i c e  f o r  Of f ic ia l  Publ ica t ions ,  s e e  a l so  C h a p t e r  10, T a b l e s  3 a n d  4 .  
Table 2 — Title 2 :  appropriations o f  each institution 
(EUA) 
Institution 
Original 
budget 
(a) 
Final 
appropri­
ations 
(b) 
Total 
commitments 
(c) 
Percentage 
commitments 
of final 
appropriations 
(c) of (b) 
Percentage, 
of total 
commitments 
paid 
Par l i ament  20 169 838 33 890 738 26 763 556 72 78-97 52-20 
C o u n c i l  30 665 300 31 130 300 25 536 701 56 82-03 73-49 
C o m m i s s i o n  171 649 040 178 253 040 172 460 674 73 96-75 85-16 
C o u r t  o f  Jus t i ce  4 758 140 4 758 140 4 349 614 12 91-41 72-02 
E c o n o m i c  & Social  C o m ­
mi t t ee  5 540 000 5 725 000 4 999 920 44 87-33 94-64 
C o u r t  o f  Aud i to r s  1 993 860 2 331 260 1 868 863 49 80-17 74-10 
Tota l  234 776 178 256 088 478 235 979 331 06 92-15 80-03 
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11.3. The  differences between the  original a n d  
final budget figures shown above derive f rom 
within-the-title transfers m a d e  during the  year under  
powers delegated in the  Financial Regulation, f rom 
increases to  the appropriat ions for  the European 
Parliament of 4 434 900 E U A  authorized by supple­
mentary budget N o  2 (*), a n d  f rom authorized trans­
fers from other titles including Title 10: provisional 
a n d  reserve budget appropriations.  
11.4. During 1979, the  institutions committed on  
average 92 -15 % of the  appropriations available 
under  Title 2, a n d  payments  in liquidation of these 
commitments amounted  t o  80 03%.  Table 2 above 
shows, however, that  a considerably lower rate 
occurred in respect of the European Parliament's 
payments against its commitments.  This was parti­
cularly under  Chapters 21 a n d  22, a n d  was due  pri­
marily to  delays in the  preparation of buildings in 
Brussels a n d  Strasbourg. In  its examination, the  
Court  satisfied itself that  legal obligations had  been 
necessarily a n d  properly incurred during the year, 
thus validating the charging of these commitments 
t o  the 1979 appropriations even though the delays in 
completion necessitated their carry-over for pay­
ment  in the financial year 1980. 
of office supplies a n d  equipment ,  etc. The records 
showed that at 1 January 1979 holdings of these 
items on  inventory or  in stock had  a n  historic cost 
value of 38-9 M E U A  a n d  that  during 1979 pur­
chases totalling 14-3 M E U A  were charged mostly t o  
Chapter  22. A factual summary of the Court 's  find­
ings a n d  of observations arising thereon was sent t o  
the institutions for  their comments  on  2 June  1980. 
In the light of their replies, the  Court  adopted on 
24 September 1980 a Special Report under  Arti­
cle 206 a of the E E C  Treaty. This was sent to  the 
institutions in November  1980, a n d  will be  pub­
lished in the Official Journal .  
11.7. The observations commented on,  inter alia, 
the absence of common standards of quality a n d  
cost, a n d  recommended that  the institutions take 
greater steps to  coordinate their purchasing activi­
ties. It recommended that  articles most commonly 
required should, as far  as possible, be purchased 
through centrally negotiated contracts a n d  that con­
sideration should b e  given t o  the formation of one  
Central Advisory Commit tee  on  Procurements a n d  
Contracts. Criticisms were also made  of the present 
stock a n d  inventory records, weaknesses in which 
seriously limited the  soundness  of the institutions' 
financial management by restricting their ability t o  
stocktake and  evaluate their asset holdings. 
MATTERS ARISING FROM PREVIOUS YEARS 
11.5. The Court  has  cont inued its liaison with the 
institutions a n d  in particular with the Committee on  
Budgetary Control of  the  European Parliament o n  
matters arising from earlier reports. It welcomed the  
initiative taken by the heads of administration in 
establishing an  inter-institutional working group t o  
consider certain of the  recommendations made  in 
the  Court 's  Special Report o n  Accommodation Poli­
cies of the Community  Institutions (')• 
MATTERS ARISING D U R I N G  T H E  1979 A U D I T  
YEAR 
Acquisition and control over office supplies and 
equipment, etc. 
11.6. During the  year the  Court  made  a special 
study of the procedures fo r  acquisition a n d  control 
( ' )  OJ N o  L 157, 25. 6. 1979. 
(2). OJ N o  C 221, 3. 9. 1979. 
Insurance 
11.8. The Court  has  raised with the Commission 
the  question of whether assets  lshould b e  insured. 
While taking the overall view that  the  risk of loss 
should normally be  covered by insurance, the  Com­
mission informed the  Court  that  it considered each 
category of risk on  its merits. Thus  it h a d  decided 
not  t o  insure against breakage of windows, nor  
against theft  of furniture, because it considered the  
premiums out  of proportion t o  foreseeable losses. 
11.9. In 1978, 310 operations were insured, under  
143 policies, by the  Commission covering risks 
against fire a n d  water damage,  losses during transit, 
special risks for  certain equipment  or for  short-term 
activities. The Court  noted that,  in 1979, some 
175 000 E U A  was expended f rom Chapter  21 exclu­
sively t o  insure the buildings occupied by the Com­
mission, a n d  their contents,  against fire a n d  water 
damage,  against which claims of only 29 708 E U A  
(12 500 E U A  in 1978) h a d  been made  in the year. 
Though n o  evaluation h a d  been m a d e  of the bal­
ance  of advantage for  such insurance, a n d  though 
the only major  claims in the  past  few years h a d  been 
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o n e  of 460 000 E U A  in 1974 a n d  o n e  of  67 500 E U A  
in 1973, the  Commiss ion  took  the  view that  it could  
no t  leave property of  this nature  uninsured.  It h a d  
no t  considered carrying t he  risk itself, even though 
this is d o n e  by m a n y  of  the  Member  States in their  
nat ional  administrat ion.  T h e  Cour t  recommends  
that  this question b e  thoroughly examined a n d  
costed, a n d  that  fu ture  policy as  regards insurance 
b e  based o n  the  results of  such studies. 
When would the  Commiss ion ' s  computer  m a n ­
agement  p lanning  service become fully opera­
tive? 
T o  what extent was  t he  payment  of  4 0 M E U A  
for  the  contract hire of  external computer  
technicians a cost-effective solution t o  a s taf f ing 
problem? 
Computer Centre 
11.10. After  international tendering the  Commis­
sion in 1976 selected fo r  its Compute r  Centre  t he  
2980 system of International  Computers  Ltd. (a U K  
manufacturer) .  T h e  contracts  specified that  accep­
tance  tests would take place in February 1979, bu t  in 
the event provisional tests were no t  under taken unti l  
J u n e / J u l y  1979 when  they revealed certain inade­
quacies.  Though fur ther  tests were commenced  in 
December  1979, n o  final decision as  t o  t he  system's 
acceptability had  been  m a d e  by April 1980. Costs  
amount ing  t o  14 M E U A  for  the  highly complex 
work of installing a n d  operat ing the  system a n d  of  
adap t ing  the  Commiss ion ' s  applicat ions had  been  
charged t o  Chapter  22 b y  the  e n d  o f  1979. 
11.11. O n  14 May  1980 the  Cour t  raised with t he  
Commiss ion a number  of  quest ions which included 
the  fol lowing:  
— Whether it was s o u n d  financial management  
a n d ,  if so, o n  wha t  grounds,  t o  rent  the  com­
puter  hardware rather  than  t o  buy  it, a n d  
whether a n  economic  evaluation h a d  been  
m a d e ?  In  particular t he  Cour t  observed tha t  the  
contract  included rental  of 130 terminals fo r  a 
min imum of 60 m o n t h s  a t  a rate  of  55 300 E U A  
per  month ,  a t  which rate 45 months  equalled t he  
purchase price;  
— Whether the  Commiss ion  was  entitled t o  a n y  
financial compensa t ion  fo r  delay, particularly 
since certain addi t ional  costs h a d  arisen (the 
Cour t  identified a m o u n t s  totalling 2 - 3  M E U A ) ?  
— O n  what grounds  d id  the  Commiss ion just i fy 
payment  t o  I C L  pf  5 % o n  all sub-contracts,  a n d  
what  is the  total liability? 
— Under  what  terms acceptance h a d  finally been 
negotiated,  a n d  whether  this resulted in ade­
qua te  technical capacity a t  tendered prices? 
Remark of the Court on the reply of the Commission 
to paragraphs 11.10 and 11.11 
The Court's findings and observations on these and 
other related aspects, summarized in the light of the 
Commission's replies, were adopted by the Court on 
6 November 1980 under Article 206a of the EEC 
Treaty. They were sent in a Presidential letter to the 
institutions in November 1980. 
Publishing activities 
11.12. The  Cour t  also m a d e  a special s tudy dur ing  
the  year of  the  publishing,  printing a n d  reproduc­
t ion activities of t he  Communi t ies .  It ascertained 
tha t  these cost some  45 M E U A  per annum, the  ma in  
elements of which were:  
MEUA Chapters 
19 External ly  pr inted  p u b l i c a t i o n s  
i n c l u d i n g  10 M E U A  f o r  t h e  
O f f i c i a l  Journal  
M o s t l y  
2 7  
10 O p e r a t i n g  c o s t s  o f  O f f i c e  f o r  
O f f i c i a l  P u b l i c a t i o n s  ( m o s t l y  p u b ­
l i ca t ions ) .  2 8  
10 O p e r a t i n g  c o s t s  o f  pr int ing  w o r k ­
s h o p s  i n  t h e  ins t i tu t ions  ( m o s t l y  
internal  d o c u m e n t s )  
1 1 , 2 1 ,  
2 2  & 2 3  
Outpu t  measured in A4-sized pages  amoun ted ,  t o  
1 887 million sheets, 1 193 million being fo r  exter­
nally available publicat ions.  O n  24 April 1980, t he  
Cour t  wrote t o  the  insti tutions detail ing its factual  
findings o n  this matter  a n d  their replies are  u n d e r  
consideration.  
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Expenditure on direct elections 
11.13. Voting for  the  direct election of Members 
of the European Parliament took place throughout 
the Member States in J u n e  1979. For  this, the Com­
mission and  the European Parliament expended 
some 26-8 M E U A  in three main categories of activ­
ity. 
MEUA 
inc luded 
p a y m e n t s  
in  1979 
(a)  Mount ing  non-political cam­
paigns in each Member State 
a imed at informing a n d  sti­
mulating electoral interest 8 43 7-78 
(b)  Grants t o  external bodies  
working towards the s a m e  
ends  - 2 76 1 0 0  
(c)  Grants t o  the political groups 
towards their election ex­
penses  15 53 8-15 
Total 26 72 16-93 
11.14. N o  particular audi t  comment  arises f rom 
the  sample checks carried out  by the Court  o n  the  
expenditure at (a). 
11.15. In reply t o  paragraph 9.35 of the Court 's  
1978 Annual  Report, t he  Commission stated that  it 
h a d  issued reminders t o  all organizations who h a d  
not  submitted utilization accounts for  the  grants of  
1 256 719-81 E U A  issued by it under  (b). Subse­
quently, the Court  f o u n d  that ,  although in most  
cases the Commission h a d  obtained reports on  the  
activities subsidized, in very few cases was account­
ing received which gave adequate  indication that  
the  sums had  been properly expended for the pur­
poses intended..  The  Court  re-emphasizes the need 
for  the Commission t o  obtain satisfactory evidence 
in support  of this expenditure or to  claim repayment 
in its absence. 
11.16. The 15-53 M E U A  under (c) vVas paid by 
the European Parliament t o  finance the political 
group's  information campaigns o n  direct elections. 
T h e  Court  first requested the  audited accounts of  
the  political groups for  this expenditure, together 
with the auditors'  reports, o n  16 March 1979 in a let­
ter t o  the President of  the  European Parliament. O n  
29 January 1980, it was informed that  a t  that  date  n o  
accounting had been forwarded by the  groups for  
these grants. Further requests for  this documenta­
tion were sent t o  the Chai rman of the  Committee o n  
Budgetary Control as  a result of which the Court  
obtained direct access t o  the records a n d  accounts 
of  the political groups. 
11.17. Apart f rom some minor  outstanding ques­
t ions of documentat ion,  which the Court  has  
requested but  not  yet received, the control of this 
expenditure can b e  considered as finished. Differ­
ent,  a n d  in sOme cases rather primitive, accounting 
systems have been appl ied by the  political groups, 
bu t  the  Court  has generally found  reasonable docu­
mentation for  the amounts  spent by the groups on  
the  information campaigns o n  direct elections. 
11.18. The final accounts of the  groups show that  
a n  amount  of about  Bfrs 5 million (123 000 EUA)  
remains unspent.  The  Cour t  regrets that n o  decision 
was taken by the Parliament as  t o  the  recovery of  
this surplus, which should have been brought t o  
account  in the 1979 accounts ;  it recommends that  a 
decision be  taken t o  establish a claim in the Parlia­
ment ' s  1980 accounts of the  amounts  in question. 
11.19. The Court  also recommends that  uniform 
rules b e  established as  far  as  the political groups '  
accounting for subventions received f rom Parlia­
ment  are concerned. 
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CHAPTER 12 — SUMMARIES O F  REPORTS O N  EXTERNAL 
BODIES 
S U M M A R Y  O F  C O N T E N T S  Paragraph 
reference 
Summary of principal comments  12.0 
Background 12.1 a n d  12.2 
Summary of financial information 12.3 
Comments  arising f rom the accounts 12.4 t o  12.7 
Recommendations m a d e  in previous years which 
have not  yet been fully implemented 12.8 t o  12.12 
Comments  arising f rom a n  examination of the 
accounting systems a n d  procedures during 1979 12.13 t o  12.21 
Financial management of external bodies 12.22 a n d  12.23 
Conclusions 12.24 
Summary of principal comments 
12.0. The principal comments  included in this chapter are:  
(a) N o  change has been made  t o  the capital of the  
Euratom Supply Agency amount ing t o  
303 163 • 89 EUA, which is not  fully employed 12.4 
(b) N o  financial regulation for  the  Euratom Supply 
Agency has yet been  prepared 12.8 
(c) A satisfactory system of internal control has no t  
yet been introduced in the European Schools 12.12 a n d  12.22 
B A C K G R O U N D  
12.1. In addition t o  its responsibility for  auditing 
the  accounts of all revenue a n d  expenditure of t h e .  
Communities,  the Court  is responsible for  auditing 
the accounts of all bodies set u p  by the Communi­
ties insofar as this is not  precluded by the  relevant 
constituent instrument. Accordingly, annual  audits  
are carried out  on the following bodies set u p  by the 
Communit ies:  
— the Euratom Supply Agency 
— the European Centre for  the Development of 
Vocational Training (Berlin) 
— the European Foundat ion for  the Improvement 
of Living a n d  Working Condit ions (Dublin),  
a p d  
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— the European Schools (9 schools) ( ! )  a n d  the  
Office of the Board of  Governors of the Euro­
pean Schools. 
12.2. The Court  prepares a separate annual  report 
o n  each of these bodies  a n d  sends it t o  the relevant 
discharge or governing authority. The  Court  sends 
its observations t o  the  bodies  concerned a n d  takes 
their replies into account  when drawing u p  its final 
report. This chapter contains a summary of the most 
important points arising in those reports. It also 
highlights issues t o  which the  Court  wishes particu­
larly t o  draw the attention of the Commission,  
which provides, by way of  subsidies paid under  
Titles 2 a n d  3 of its budget ,  the  bulk of  the  f inances 
for  the operation of  these bodies. 
S U M M A R Y  O F  F I N A N C I A L  INFORMATION 
12.3. Table 1 sets ou t  the use of appropriations in 
1979 (1978 for  the European Schools) in respect of  
each of the external bodies  for  which the Court  has  
m a d e  a report. 
C O M M E N T S  A R I S I N G  FROM T H E  A C C O U N T S  
Euratom Supply Agency 
12.4. The Court  pointed ou t  that ,  in addit ion t o  
its annual  subsidy f rom the  Commission,  the  -
Agency has paid-up capital of 303 163 -89 EUA.  
This has  never been employed because the  Agency 
has  not  in practice been  entrusted with a number  of 
substantive activities envisaged in its constituent 
instrument, for  instance, acting as  a n  exchange 
agency for  ores, source materials a n d  special fissile 
materials. 
( ' )  The European Schools are: Bergen, Brussels I, Brus­
sels II, Culham, Karlsruhe, Luxembourg, Mol,  Mu­
nich and Varese. 
European Centre for the Development of Vocational 
Training (Berlin) 
12.5. Inadequate accounting for  missions resulted 
in some 1978 expenditure (4 3 6 4 E U A )  being 
charged against the 1979 budget.  Moreover, the allo­
cation to  the year 1978 of part of this amount  was 
changed without the  approval  of  the  financial con­
troller. 
European Foundation for the Improvement of Living 
and Working Conditions (Dublin) 
12.6. As in previous years, over-budgeting was 
evident with regard t o  staff expenditure, where only 
69 % of final appropriations were committed. Whilst 
this is a' higher degree of utilization than in the pre­
vious year, the Court  considers that  attention should 
still be  drawn to  such over-budgeting, which it 
ought t o  b e  possible t o  reduce further. 
European Schools 
12.7. Although the latest report of the
 vCourt 
relates to  the 1978 accounts,  considerable progress 
has been made  towards the objective of bringing the  
audit  of the European Schools completely up-to-
date.  By the end of 1980 it is anticipated that  the  
audit  will be  completely o n  a current-year basis. 
R E C O M M E N D A T I O N S  M A D E  I N  PREVIOUS 
YEARS WHICH HAVE N O T  YET B E E N  FULLY 
I M P L E M E N T E D  
In its 1978 reports the  Court  m a d e  the following 
recommendations which have not  been imple­
mented t o  date.  
Euratom Supply Agency 
12.8. The necessary modifications t o  the  Agency's 
statute as a result of  the  introduction of the E U A  
have not  yet been made .  Moreover, a Financial 
Regulation for  the Agency has  not  yet been pre­
pared.  This should b e  d o n e  as soon as practicable. 
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European Centre for the Development of Vocational 
Training (Berlin) 
12.9. N o  reduction in the  cost of  the  Vocational 
Training Bulletin was  achieved in 1979. Although a 
25 % reduction is be ing sought  for  1981, the  overall 
cost is likely t o  remain  unacceptably high. T h e  
Cour t  asked the  Cent re  t o  examine  ways of making 
fur ther  reductions a n d  indicated likely areas where 
they could b e  achieved. 
I 
European Foundation for the Improvement of Living 
and Working Conditions (Dublin) 
12.10. T h e  supplementary  g roup  insurance 
scheme,  for  which the  Financial  Controller 's  refusal  
of  authorization was  endorsed  by the  Cour t  in its 
1978 report, bu t  which was  authorized b y  the  m a n ­
agement  board of  t he  Founda t ion ,  cont inued 
throughout  1979: 
12.11. The  Founda t ion  was set u p  t o  s tudy ways 
o f  improving living a n d  working condit ions.  So  fa r  
it has  only initiated work o n  matters related t o  work­
ing condit ions.  
the  services of the  Commiss ion  tha t  it would  no t  b e  
appropria te '  as 'Article 180 bis,  paragraph 3, o f  the  
Euratom Treaty effectively provides only fo r  com­
municat ion by  the  insti tutions of the  Communi t ies  
t o  the  Cour t  of Auditors,  a t  its request,  of  a n y  docu­
ment  or information necessary fo r  the  accomplish­
ment  of  its task a n d  d o e s  no t  authorize the  Cour t  t o  
contact  directly third parties . . . ' .  
T h e  Agency is therefore unwilling t o  allow its bank­
ers t o  confirm directly t o  t he  Cour t  certain financial 
information,  suggesting instead tha t  it will itself 
request the  specific informat ion  fo r  the  Cour t  f rom 
its bankers  a n d  transmit  t he  informat ion t o  the  
Court .  Such a n  arrangement ,  however,  would  no t  
meet  the  Court ' s  requirements.  Independen t  verifi­
cation of b a n k  balances  b y  responsible third parties 
is a basic audit  procedure.  Direct communicat ion  
provides the  only comple te  assurance as  t o  the  com­
pleteness a n d  authenticity of  the  information pro­
vided.  
T h e  Court  is of t h e  opin ion  tha t  Article 180 bis, par­
agraph 3, of the  Euratom Treaty should  no t  b e  inter­
preted so  as t o  exclude independent  audi t  verifica­
t ion by responsible third parties. T h e  refusal  b y  t he  
Agency (on advice f r o m  the  Commiss ion)  t o  accede  
t o  this request is of d e e p  concern t o  t he  Cour t .  T h e  
Cour t  wishes t o  know why  the  Commiss ion  consi­
ders  that  such conf i rmat ion o f  b a n k  balances  should  
no t  b e  obtained.  
European Schools 
12.12. As in previous years, the  Cour t  f ound ,  in 
t he  year under  review, a complete  lack of  any  inter­
nal  control funct ion  in t he  European  Schools. This  
point  is explained in detail  in paragraph 12.22. 
C O M M E N T S  ARISING FROM A N  EXAMINATION 
O F  T H E  A C C O U N T I N G  SYSTEMS A N D  
PROCEDURES D U R I N G  1979 
European Centre for the Development of Vocational 
Training (Berlin) 
12.14. There is n o  system of s tandard  project  con­
trol files, nor  is there a s tandard  recording system 
fo r  the  activities of  t he  project  research officers.  
These  officers have  considerable  f reedom of  act ion 
a n d  few financial guidelines.  N o  systematic a t tempt  
is m a d e  t o  evaluate the  cost  of  services included in 
contracts,  t o  make  explicit comparison with stan­
da rd  costs o r  t o  obtain  t he  max imum results a t  mini­
m u m  cost. The  Cour t  asked the  Cent re  t o  remedy 
these defects.  
Euratom Supply Agency 
12.13. During the  course of its audit  the  Cour t  
requested the  Agency t o  instruct its bankers  t o  fur­
nish directly t o  the  Cour t  a n y  informat ion required 
in connect ion with t he  audi t .  T h e  Director-General 
of  the  Agency replied tha t  h e  ' h a d  been informed by 
European Foundation for the Improvement of Living 
and Working Conditions (Dublin) 
12.15. T h e  Cour t  f o u n d  tha t  t he  Foundat ion ,  f o r  
reasons  of  administrat ive convenience,  pa id  t he  
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employer's contribution under various overseas 
social security schemes to  the individual staff mem­
bers for subsequent transfer by the staff members to 
the social security authorities concerned. The Court 
reminded the Foundation of its duty to make social 
security deductions from staff salaries and to remit 
these, together with the employer's contribution, 
directly, to the organizations concerned. 
12.16. The Court found that the Foundation has 
quite an elaborate system for approving research 
contracts before they are signed, but the evaluation 
of the cost of services included in the proposed 
research contracts involves n o  systematic attempt to  
obtain maximum results at minium cost. The Court 
recommended that such an evaluation be  under­
taken for future research contracts. 
12.17. In its examination of the accounting 
records for capital expenditure incurred by the 
Foundation to date, the Court conluded that these 
records were not sufficiently detailed to allow a pro­
per financial control function to be  exercised by the 
Foundation or by the Commission. The Court 
recommended that the Foundation should set u p  
properly detailed accounting records for future capi­
tal expenditure projects. The Commission should 
oversee the introduction of these records. I 
European Schools  
12.18. The Court noted that the Bergen, Varese 
and  Brussels I Schools had failed to make income 
tax and social security deductions from local con­
tract staff and that there was one part-time secon­
dary teacher in service in the Brussels I School since 
1961 who had n o  contract of employment. The 
Court recommended that these matters be  rectified 
without delay. 
12.19. Also at the Brussels I School the Court 
noted the failure to take any action with regard to  
the prolonged incapacity of a teacher, and in parti­
cular the failure to  notify the seconding national 
authority. The Court recommended that standard 
procedures be  adopted to  deal with similar occur­
rences in future. 
12.20. Overpayments of salaries and allowances 
were noted in several schools. The Court is con­
vinced that, had adequate internal controls existed, 
these and other errors and  malpractices would not 
have occurred. 
12.21. With regard to  overpayments generally, the 
Court considers that every effort should be  made to 
recover the sums involved and recovery should only 
b e  waived by reasoned decision by the Board of 
Governors, rather than by the school management. 
FINANCIAL MANAGEMENT OF EXTERNAL 
BODIES 
12.22. On the basis of its examination of the sys­
tems and accounts of the external bodies, the major 
weakness in financial management identified by the 
Court was the lack of an adequate internal control 
function in the European Schools. In its report, the 
Court stated that what was required was the 
appointment of a suitably qualified accountant 
reporting to the representative of the Board of Gov­
ernors with responsibility for:  
(i) preparing detailed written instructions on pro­
cedures to be followed by all schools in imple­
menting the budget, executing and recording 
financial transactions and compiling accounts; 
(ii) carrying out continuous internal control checks 
on accounting and  administrative systems and  
practices in each school to  ensure that consist­
ent accounting practices are applied in the inter­
pretation and application of regulations and  
that consistent solutions are adopted to solve 
administrative problems. 
In the absence of this function, the Court is of the 
opinion that it would b e  inappropriate for the Board 
of Governors to grant discharge to the schools with­
out, at the same time, providing for its introduction. 
The Court considers that as the Commission is the 
major provider of funds  to the schools' system it 
should insist on the introduction of this function. In 
its resolution accompanying the decisions granting 
discharge on the implementation of the general 
budget for the 1978 financial year, the European 
Parliament expressed a formal reserve in respect of 
the discharge for the European Schools and said 
that it will consider the issues further in the light of 
a report from the Committee on Budgetary Control. 
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12.23. The Court has recently commenced a 
cost-effectiveness study of the Berlin Centre and of 
the Dublin Foundation. 
C O N C L U S I O N S  
12.24. The Court has found that in certain cases 
there has been a lack of urgency in taking corrective 
action on inadequacies pointed out in its reports on 
various external bodies. 
The relative independence of these bodies and their 
remoteness from the policy-making centres of the 
Communities should not be  an inhibiting factor in 
this regard, particularly where the Commission exer­
cises a financial control function in addition to  
providing subsidies. 
Table 1 — Use of appropriations 
(EUA) 
External body Final  
appropriat ions  Payment s  
Carried 
forward 
t o  
next  year 
% 
carried 
forward ( ' )  
Appropr ia t ions  
cance l l ed  
% 
cance l led  ( ' )  
1979 
Eura tom Supply Agency 995 600 724 668 28 072 2 - 8  242 860 2 4 - 4  
Berlin Centre  3 220 000 2 308 397 734 073 22 -8  177 530 5 - 5  
Dubl in  Foundat ion  . 2  590 000 1 261 742 884 116 34-1 444 142 17-1 
Total  6 805 600 4 294 807 1 646 261 • 24 -2  864 532 12-7 
1978 
European  Schools (2) 39 231 286 37 582 314 146 868 
t 
0 - 4  1 502 104 3 - 8  
( ' )  As compared  with f inal  appropr ia t ions .  
(2)  Exchange rate u sed :  1 E U A  = 39-6543 Bfrs (accounts  are  publ ished in Belgian francs).  
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Part II 
T H E  EUROPEAN DEVELOPMENT FUNDS 
SUMMARY OF CONTENTS Paragraph 
reference 
Introduction 
Comments on the various types of aid 0.1 to 0.11 
Section 1 — Investment projects 
A. Agricultural and agricultural industry projects 1.1 to 1.18 
B. Road infrastructure projects 1.19 to 1.25 
C. Health and social welfare projects 1.26 to 1.34 
D. Educational infrastructure projects 1.35 to 1.41 
E. Industrial projects 1 -42 to 1.46 
Section 2 — Microprojects 2.1 to 2.5 
Section 3 — General technical cooperation 
A. Training projects 3.1 to 3.3 
B. Trade promotion 3.4 to 3.7 
Section 4 — Technical supervision and delegated 
financial control 4.1 to 4.11 
Section 5 — Exceptional aid \ - 5.1 and 5.2 
Section 6 — Stabilization of export earnings 6.1 to 6.12 
Section 7 — Industrial cooperation 7.1 to 7.3 
Section 8 — Analysis of the accounts of the Euro­
pean Development Funds 8.1 
A. The first three European Development Funds 8.2 and 8.3 
B. The fourth European Development Fund 8.4 to 8.12 
INTRODUCTION — audit on the basis of supporting documents of 
closed and current projects; 
Comments on the various types of aid - a n  additional audit  on the spot in four  ACP 
countries which have received aid. 
0.1. As for the previous year the Court has based The audit on the spot applied to some hundred pro-
the comments which follow on two types of audit:  jects spread over the four Funds representing nearly 
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500 MEUA.  The percentage of the investments 
examined ranged f rom 48 % to  65 % of the total 
E D F  aid received by these countries. 
The  Court  has not  yet m a d e  visits t o  countries which 
have only been associated with the Community  
since the Lome Convention because the number  of 
' projects a n d  their state of development was not  yet 
sufficient t o  permit an  in-depth analysis covering a 
significant period. 
Ort the occasion of its visits the Court  examines not  
only investment projects bu t  also other forms of 
development aid such as Stabex, training, emer­
gency aid and  food aid.  It also examines the admin­
istration of operating advances for  the Commis­
sion's delegations a n d  of advances for  certain pro­
jects carried out under  the  EDF .  
The Court 's  aim is t o  throw light on  a number  of  
weaknesses which consistently recur in many of the 
projects a n d  which reduce their effect by causing: 
— delays 
— cost overruns 
— reduction of targets. 
Each authority responsible for  the  project, at what­
ever stage — from planning t o  final reception by the  
local authorities — should pay special attention t o  
the  points made  below. Particularly when finalizing 
the financing agreement the  Commission should try 
t o  take more account of  the  lessons of past experi­
ence, not only in terms of the failures but  also of the  
successful projects t o  date.  
0.2. The Court wishes t o  stress that its missions 
received a cordial welcome from government a n d  
local authorities in the A C P  countries they visited. It 
would also like to  mention that  it was afforded full  
a n d  very helpful cooperation by the Commission's  
departments.  
0.3. At the end of  each visit the results of the  
enquiries were embodied in detailed reports which 
were sent to  the appropriate departments of the 
Commission who could then send their comments  
t o  the  audit  sector concerned at the Court:. In this 
report the Court  will a t tempt t o  summarize, by type 
of operation financed by the E D F ,  the findings 
m a d e  by the Court  f rom the documents  or on  the 
spot.  
Remark of the Court on the reply of the Commission 
to paragraph 0.4. 
In general, the Court has not considered it necessary 
to comment on the lengthy replies of the Commission, 
except where called for by the inadequacy of certain 
replies. Elsewhere, the Court considers that the extent 
to which the Commission's replies cast doubt upon, or 
qualify, the comments of the Court, or more often con­
firm them, is sufficiently apparent from a reading of 
its comments and the replies of the Commission. 
It does indeed appear to the Court that a large num­
ber of the Commission's replies, notwithstanding their 
great detail, do no mdre than to confirm the Court's 
view. 
0.4. In general, projects financed by the  E D F  are 
satisfactory a n d  appreciated by the  local authorities 
a n d  population. The  responsibility a n d  competence 
of the local Commission delegations are also recog­
nized, in particular by sources of finance other than 
the Community,  who d o  not  hesitate t o  leave the  
management  a n d  supervision of co-financed pro­
jects entirely in their hands.  
In the comments which follow the Court  has 
avoided identifying the countries a n d  projects which 
were visited because only a small proportion of  
associated countries could b e  visited a n d  the situa­
tions on which comments  are made  may well occur 
in other areas. 
Overestimation of the human, financial or adminis­
trative resources of recipient countries 
0.5. Under this heading may  be  grouped a num­
ber of different causes which have, in the past, had  
an  unfavourable effect o n  several projects: 
(a) Land tenure:  numerous  agricultural projects run 
into difficulties because the local authorities 
have not  settled problems concerning rights 
over the land before the  works begin, in particu-
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lar, failing t o  compensate  the former occupants  
or t o  establish the  title of  the  new farmers. 
The Court  considers that ,  when there are likely 
to  be  problems over rights t o  the  land,  the  
f inancing agreement should set them out  a n d  
link the start of a project with the  presentation 
by the recipient country of  a binding pro­
gramme for settling those problems. 
(b) Failure t o  observe contractual obligations in 
financing agreements.- Of ten  local authorities 
are unwilling or  unable  t o  meet these obliga­
tions thus giving rise t o  the  risk of the E D F  
investments being delayed or unable t o  b e  
exploited. In general the  contributive, technical 
a n d  financial capacity of the  recipient country 
has been overestimated f rom the start. 
Poor quality of  preparatory studies 
0.6. The quality a n d  useful  life of  a future project 
will depend on both the  general studies before the 
financing decision a n d  the  detailed design work 
before the project is carried out .  
Studies often fail t o  go  deeply enough into the abil­
ity of recipient States t o  provide their contribution 
t o  a project (as described in 0.5 (a)). 
Moreover the Court  notes that  in infrastructure 
works the  type of soil, the  quantities of earth-mov-
ing involved a n d  even the  line of the  road too  of ten  
differ,  when the work comes t o  b e  carried out,  f rom 
that  predicted in the study. 
In the case of most buildings arid installations vis­
ited the Court  f o u n d  that  if equipment  is a little 
complicated (and thus  more  expensive) it is usually 
out  of order. 
Failure to adapt projects to local conditions 
0.7. The architectural design of buildings of ten 
betrays ignorance of  the  climatic conditions a n d  of 
the  constraints arising f rom tradition in the recipient 
countries; at the same t ime it sometimes provides 
for  an  unnecessarily luxurious finish which contrasts 
with the local environment.  
It does not  seem that  the  consultant firms or  the  
staff of the E D F  have yet been able t o  def ine the 
specifications needed for  some buildings a n d  instal­
lations in order t o  meet  local needs. T o o  many of 
the buildings visited showed problems with leaky 
roofs and  windows, ventilation a n d  thermal insula­
tion of the rooms, sanitary installations, flimsy 
electrical wiring. The  policy of isolated studies, 
which draw n o  lessons f rom past experience, multi­
plies waste a n d  failures. 
Effects of commodity price policy 
0.8. In several agricultural projects the Court  
noted that the official price paid t o  farmers was t oo  
low in relation to  the  real price attainable on the 
open  market. This in some cases led t o  progressive 
abandonment  of crops, especially industrial crops, 
in favour of other, more  lucrative, crops. In other 
cases agricultural produce is disposed of on  a more 
remunerative foreign parallel market. The Court  
would lay stress on  the  connection which sometimes 
exists between a policy of artificially low prices, a 
d rop  in production or black market exports a n d  pos­
sible Stabex transfers. 
0.9. Problems of technical assistance and of local 
management 
(a) The part played by expatriate technical assist­
ance personnel remains crucial in most projects. 
(b) The problem of local management  is constant 
and  worrying a n d  does  not  seem to  admit  of any  
solution in the near  future.  It appears in various 
forms:  
— excessive staff ing of  national organizations 
for  managing projects;  
— turnover of management :  good local man­
agement generally remains o n  the same pro­
ject for  a very short t ime, being soon pro­
moted in their service or absorbed into the  
private sector; 
— for  the same j o b  the  pay  of local manage­
ment  is far  lower than  that  of technical 
assistants. 
Unnecessary risks from marginal savings 
0.10. During its visits, the  Court  noted in several 
cases that the exhaustion of appropriations for  a 
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project, or the concern to remain within a limit, has 
had unfortunate consequences. 
In the same way the desire to leave the local author­
ities responsible for a part, often very small, of a 
project sometimes prevents the project becoming 
operational. 
SECTION INVESTMENT PROJECTS 
A. Agricultural and agricultural industry projects 
1.1. Eighteen large agricultural projects, repre­
senting a total investment of over 121 MEUA were 
examined both on the basis of documents and on 
the spot. They are concerned with the improvement 
of over 110 000 hectares of agricultural land for the 
preparation of 22 000 hectares of pasture, 26 000 
hectares of rice,- 5 500 hectares of coconut palm, 
4 300 hectares of tea, 3 500 hectares of sugar cane, 
2 350 hectares of pyrethrum, 2 000 hectares of c o l k e  
and the remainder for a variety of crops, particularly 
food crops. 
0.11. Failure of the Commission to act iin cases of 
claims by ACP States on European firms 
(a) Following the collapse of a bridge and the 
refusal of the contractor to act, the Supreme 
Court of one recipient country, relying particu­
larly on the expertise of consultants who have 
regularly worked for the EDF, ordered the Euro­
pean firm responsible for the construction to 
bear 90 % of the cost of rebuilding. 
(b) A local organization wrongly released a Euro­
pean bank from its obligation under guarantees 
for a substantial amount. 
In the two cases the Commission staff do  not seem 
to have given sufficient help to the country con­
cerned in the pursuance of its claim, on the grounds 
that it had no standing in the matter. 
The three consequences of defects in the implemen­
tation of the projects are: delays, cost overruns and 
reductions in the programme. 
D e l a y s  
1.2. There were delays in the implementation of 
several projects. The transfer of a badly-sited rice 
mill to another production area has not yet taken 
place although it was decided on in 1974 and 
financed by the E D F  in 1976. A tea-growing 
research station designed to serve a tea plantation 
was in action eight years before work was begun on 
the plantation itself. 
The Court considers that the Commission should 
study the possibility of inserting substitution clauses 
in financing agreements to allow it, at the request of 
recipient countries, to recover certain debts or at 
least to use the means of pressure available to it. 
E x c e e d i n g  o f  e s t i m a t e s  
1.3. An excess of 15-7 % over the cost estimates 
occurred on one irrigation development, of 27 % on 
another (or of 18-6 % per hectare if account is taken 
of the rather larger area developed). New financing 
was provided in 1973 for the overrun on a project 
dating from 1967 for growing pyrethrum (the flowers 
of which are dried to provide a natural insecticide 
powder). 
Remark of the Court on the reply of the Commission 
to paragraph 0.11 
The correspondence files made available to the Court 
do not contain any document that would allow it to 
judge the Commission's efforts to persuade the Euro­
pean bank to reimburse the amounts given as guaran­
tees. 
R e d u c e d  p r o g r a m m e s  
1.4. In other cases a part of the planned develop­
ment has been abandoned in the course of the work. 
A tea-growing programme for 500 hectares was 
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reduced to 300 hectares; now the extension, which 
was expected to be financed out of the fourth EDF,  
has been abandoned. 
1.5. Moreover delays, cost overruns and partial 
abandonment often go together, which suggests that 
they have causes in common. 
A fattening centre for cattle intended for slaughter, 
where all three defects occur, is in danger of being a 
total ruin. All three defects were also found in an 
irrigation project. A tea-growing project shows both 
an overrun of 6 -8  % and  a reduction in area of 
20 • 6 % compared with the estimates. 
1.6. In many cases these losses in efficiency are 
due  to defective programming and a failure to coor­
dinate the different facilities provided. In one coun­
try, tea-processing capacity has not increased as fast 
as the area planted and as production; a part of the 
fresh tea produced has had to be thrown away and 
the harvesting work of hundreds of workers or fami­
lies has been partly wasted. Delays in the comple­
tion of another tea plantation and of an extension to 
a nut-growing project made  the nurseries provided 
useless, as the seedlings were too old by the time 
they might eventually have been used. 
I n a d e q u a t e  s t u d i e s  
1.7. Another cause of ineffectiveness lies in poor 
or incomplete studies. In one project for rural dams 
the inadequacy of the studies and improvisation in 
the course of the work (particularly in siting) caused 
abnormally high costs and  a reduction in the pro­
gramme. 
The tea-growing project where the seedlings could 
not be used in time had been badly studied'in rela­
tion both to the plantations (siting, division between 
village and large-scale plantations) and to the pro­
cessing plant — for which the capacity had been 
decided without taking into account the seasonal 
nature of the annual deliveries of picked tea. 
1.8. It must be  recognized, in the case of one 
country visited, that sometimes projects are halted 
by the hostile attitude of leading local figures or 
even by the administrative authorities. This occurred 
in the case of a market-gardening area where the 
produce can only be  marketed with great difficulty 
because of competing interests supported by the 
local sub-prefect. 
By way of contrast, the remarkable results from a 
rice-growing area irrigated by total water control are 
due to a great extent to responsible management by 
the local administrators and a well-devised account­
ing system, quite apart from the technical merits of 
the development. 
D e s i g n  m i s t a k e s  
1.9. There have been technical design mistakes in 
a number of projects. The choice of a copra oven, 
specified by the research institute responsible for 
managing a coconut palm project, proved mistaken 
by reason of its cost and of its technical perform­
ance and almost jeopardized a whole crop. A last 
minute initiative was needed on the part of the local 
manager who succeeded in reproducing from 
memory an old and tried design of oven which was 
both simple and inexpensive. 
In an irrigation area the main embankment had not 
been properly compacted and the water channels 
did not stand up  to being filled with water. This area 
had to be abandoned pending redevelopment, 
which is due soon. 
The installation platform of a solar pump is liable to  
be  swept away if there is an exceptional spate in the 
river on the banks of which it stands. 
H u m a n  f a c t o r s  
- 1.10. In certain countries the human factors are 
too often neglected. Thus persons with prior rights 
to land have been evicted and expropriated without 
just compensation. In a sugar complex belonging to  
a semi-public corporation fires occur which are 
probably to be regarded as reprisals by the hundreds 
of farmers whose land was taken without any com­
pensation. 
In another project the methods of distributing land 
and of granting titles have been anarchic, resulting 
in the land being cornered by a few persons and an 
extension of a system of share-cropping with n o  
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security. In some  small-holding schemes the  instruc­
tors, who  are paid ,  albeit  very badly,  h a d  allotted t o  
themselves o n e  a n d  somet imes  two  holdings which 
they employ others t o  fa rm.  
I n a d e q u a t e  h u m a n  a n d  f i n a n c i a l  
r e s o u r c e s  
1.11. Developing countries o f ten  lack regular 
budgetary resources a n d  trained manpower .  A 
regional development  organization,  in these circum­
stances,  can only func t ion  with the  he lp  of  external 
a ids  of  which the  E D F  is one .  
For this reason these countries have  great difficulty 
in providing fo r  the  main tenance  of  the  technically 
advanced  equipment  provided fo r  them.  O n e  of the  
three 180 k W  generating sets in the  pumping  station 
of  an  agricultural project  has  been ou t  of action 
since December 1978 fo r  lack of  spare parts. Failure 
of a second set would  jeopardize  a whole rice crop.  
O n e  may  also criticize t he  unnecessary use of  expen­
sive imported materials, fo r  instance the  excessive 
use of  cement  in schools  a n d  dispensaries (pyreth-
rum project), the  unnecessary size of installations 
(tracks in a project f o r  agricultural settlement), t he  
exaggerated size of  the  administrat ive a n d  manage­
ment  staff  (same project).  
A project which absorbs  t o o  many  scarce resources 
— finance,  trained manpower ,  rich land,  water, etc. 
— invites the  charge that  it has  n o  demonstrat ion 
value as it cannot  b e  repeated,  let a lone  m a d e  
widespread.  This is the  case with a project fo r  settle­
ment  o n  new l and ;  ou t  of  20 000 square kilometres 
of land theoretically suitable fo r  development  only 
some  tens of  square kilometres have  in fact  been p u t  
in to  cultivation in the  six years that  the  project has  
been in existence. Furthermore,  this project which 
settled 590 families of  farmers in , 1979, is run  by  a 
local organization of  some  1 000 persons, half of  
whom are based in t he  capital,  a t  a great distance 
f rom the project. 
1.12. The  success o f  m a n y  projects appears  t o  
depend  o n  the  active presence of  technical assist­
ance  (cases of  the s a m e  settlement project a n d  of  
irrigation developments) .  O n e  project  fo r  pyreth-
rum-growing a n d  o n e  fo r  regional development  
went  into decline with the  withdrawal of  technical 
assistance. The  Cour t  no ted  that  in some  countries 
some  technical assistants d o  no t  properly realize 
that  hierarchically speaking they come  unde r  
nat ional  authorities. 
In o n e  country a t  t w o  di f ferent  projects (provision 
of  a reservoir a n d  a coconut-growing project) things 
have  gone  as  far  as  o p e n  conflict  between expatriate 
technical assistants a n d  t he  local persons in charge 
of  the  projects. This an tagonism is felt  particularly 
when an  expatriate technical  assistant w h o  has  been 
fo r  many  years in charge of  a well-managed project  
finds himself superseded b y  a less-efficient local 
manager .  The  reverse m a y  h a p p e n  a lso :  a project  
badly  managed  by t he  technical  assistant a n d  t he  
arrival of  a dynamic  local manager .  
E x t e r n a l  f i n a n c i n g '  
1.13. T o  ensure t he  long-term viability of  agricul­
tural projects they should  generally receive external 
financing for  long enough  t o  cover a complete  
financial cycle a n d  al low working capital t o  b e  
rebuilt.  
As long as  the  original users of  equipment  bought  
o n  credit have not  comple ted  repayment ,  a project  
fo r  this type of  fa rming  canno t  be  considered 
' l aunched '  a n d  self-sustaining. Lack of  working cap­
ital will make  it impossible fo r  a n  agricultural mar­
keting organization t o  adequately  f inance  a crop-
year, particularly in t he  case of  rice. This accounts  
fo r  the  re-emergence of  the  former  middlemen.  In  
o n e  regional project t he  farmers  sell their s tanding 
crops t o  merchant  moneylenders  fo r  lack of a n  ade­
qua te  organization fo r  seasonal  loans.  
It is t rue that  in certain cases, in spite of  adequa te  
initial financing, those  in charge of  projects use  u p  
their working capital t o  meet  current runn ing  costs. 
1.14. Very o f ten  u p k e e p  a n d  runn ing  costs are  in 
inverse proport ion t o  t he  cost  o f  the  investment.  I n  
a n y  financing proposal  a s tudy should  b e  m a d e  o f  
whether o r  no t  t o  a d o p t  comparatively expensive 
solutions a t  the  investment  stage, in order  t o  reduce  
t he  load of  recurrent costs t o  b e  bo rne  by  the  coun­
try. 
Preference has  been given more  a n d  more  in irriga-, 
t ion schemes t o  total water  control with concreted 
channels ,  which is certainly more  expensive than  
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mere controlled f looding of a n  area. But since the  
investment .costs are never passed o n  t o  the farmer, 
the former is more attractive a n d  profitable t o  him 
than  the latter. 
P r i c e s  p a i d  t o  f a r m e r s  
1.15. Producers' prices are of ten  fixed too  low in 
relation t o  the  real price attainable o n  the  market 
a n d  therefore result either in a fall in production 
(cotton,.pyrethrum) or  diversion into parallel mar­
kets (rice). By way of  contrast high prices in o n e  
country have encouraged a remarkable increase in 
the production of niebe (a kind of bean  consumed 
locally). 
1.16. Active participation of the farmers in the  
construction a n d  management  of irrigation schemes 
for  rice, good training of  the  settlers in a project for  
bringing new land in to  use, the  employment of local 
craftsmen for  producing implements for  animal trac­
tion — all increase the  possibility of the population 
affected taking responsibility fo r  a development.  O n  
the other hand  the results achieved in an  agricultural 
development in an  arid region may b e  jeopardized 
for  lack of training a n d  of  a sufficient awareness o n  
the  part of the farmers of the  benefits of the deve­
lopment  being undertaken.  
1.17. In a large project for  a sugar complex 
financed in part by the  E D F  in the  form of grants, a 
special loan a n d  risk capital a n d  in part by a loan 
f rom the European Investment Bank out  of its own 
funds ,  it cannot  be  confirmed from the  Commis­
sion's files that the Bank has  provided the Commis­
sion with the information required under  its man­
date  from the Commission for  the management  of 
the loan on special conditions. The  Commission 
a n d  the delegation in the country have virtually n o  
file on  the project concerned. 
Remark of the Court on the reply of the Commission 
to paragraph 1.17 
The 'annual reports' which are said to be provided by 
the European Investment Bank on the project in ques­
tion are extremely short. The 1978 report, for exam­
ple, consists of one page recapitulating well-known 
basic information and no more than a few lines of 
really new information. 
1.18. The comments  m a d e  above  d o  not  call' in 
question the very favourable assessment of the agri­
cultural projects financed by  the  E D F ,  taken as a 
whole. 
The  Court  has particularly noted the  technical a n d  
agricultural merits of several projects based on  land 
improvement (putting n e w .  land into use, actions 
against erosion, dams) ;  certain decisive successes in 
particular fields (elimination of the  tsetse fly); the  
miraculous achievements of water projects in the  
tropical zone restoring greenness a n d  fertility t o  pre­
viously arid regions (irrigation, market-garden wells, 
dams) ;  the benefit  of afforestation operations;  the 
efforts made  on  the o n e  h a n d  t o  train the farmers so 
as  t o  consolidate the  achievements of a settlement 
project or to  diversify socio-economic activities 
(same project), a n d  o n  the  other t o  simplify the 
administrative a n d  business management  of projects 
a n d  make it more flexible (regional development 
structure). 
The  Court  notes with particular interest some inte­
grated development operations in which a thorough 
knowledge of the region pointed the way t o  a series 
of complementary operations (introducing stock-
raising into an  agricultural region, campaigns for  
vaccination and  breed-improvement,  development 
of cultivation by animal  traction, creation of irri­
gated rice-growing areas, well-digging, training of  
young farmers, women's  activities, etc.). 
In most of these projects the dynamic intervention 
of the delegation in the country was felt most posi­
tively. 
B. Road infrastructure projects 
1.19. Eight road projects a n d  several bridges in 
four  different countries were examined on  the basis 
of  documents  a n d  on  the  spot.  They represented a n  
investment of the order of 155 M E U A  a n d  com­
prised the construction (with bridges) of about  1 800 
kilometres of road with a bi tumen surface, generally 
about  6 metres wide. 
1.20. From the technical point  of view the roads 
visited were excellent: some were over ten years old 
a n d  still in very good condition.  
1.21. From the point  of  view of their utility most  
of the  roads were undeniably urgently needed since 
the  four  countries visited were either landlocked or 
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islands. It is nevertheless true that  some roads are 
based more on a political desire t o  have a road net­
work than on an analysis of the economic return. 
The  World Bank refused t o  finance one  of these 
roads because traffic d id  not  reach the minimum 
level of economic return (250 vehicles a day);  the 
Commission did finance it considering, quite 
rightly, that it would provide a second access route 
t o  two countries nearly 1 500 kilometres from the 
sea which previously had  only o n e  route, at least in 
the rainy season. 
of view a n d  not  only increase costs but  have 
also, on several occasions, led to  disputes. In 
one  country the Commission agreed to  share in 
financing a road bridge over a little-used rail­
way in flat country;  the  railway soon after goes 
through the neighbouring town without any  
fencing whatever. 
Remark of the Court on the reply of the Commission 
to paragraph 1.23 
1-.22. The following comments  apply t o  most road 
projects: 
The Court considers that the necessity of the invest­
ment has in no way been demonstrated. 
(a) Exceeding the t ime set for  completion in the 
agreement: in three road projects the delay in 
completion was 2, 4 a n d  8 years. In the last case 
the file is not yet closed as  a result of a dispute 
with the contractor begun in 1977. The work 
began in 1963. 
(b) Exceeding the estimates: one  road which was t o  
cost 5 M E U A  cost, in the end,  11-2 M E U A ;  
another cost 10 M E U A  against an  original esti­
mate of 7 -7  MEUA.  The  study, financed by the  
EDF,  for  a third road estimated the cost at 
3 - 8  M E U A ;  in the end  it cost 16 MEUA,  paid 
for by other financing bodies. 
1.23. There are three main causes for  these esti­
mates being exceeded: 
(a) In the last ten years the average cost of a kilo­
metre of road has risen by 140% particularly as  
a result of the explosion in oil prices. For exam­
ple, the price of bi tumen has quadrupled in the  
last six years. 
(b) Inadequate studies. This of ten shows u p  in an  
inadequate appreciation of quantities, of the  
type of soil, of the  line of the road,  etc. In o n e  
case the line of the  road had  t o  be  settled as the 
construction machines advanced.  
(c) Changes are sometimes introduced in the course 
of the work, particularly on  the initiative of the 
local authorities: changes in the surfacing, in 
the line, in bridges, viaducts, etc. These changes 
are sometines notified t o  the contractor in a 
manner  which is questionable f rom a legal point  
1.24. In other cases the Commission's  wish t o  
stay within the financial limit of  a project leads t o  
savings of negligible amounts ,  while reducing the 
total viability of the project and 'damaging the Com­
munity's reputation: 
(a) The bridges for a double-track road were built 
with a single track not  only on  straight stretches 
but  also on the approaches t o  bends.  
(b) As the allocations were exhausted the last 
11 kilometres of a 147-kilometre road were not  
given the final layer of  bi tumen which would 
have represented 1 • 5 % of the total cost of  the 
road.  As a result this stretch is deteriorating rap­
idly. 
(c) For the construction of a road which eventually 
. cost 29 • 3 % more than the  estimate the Com­
mission accepted the lowest tender on  the 
grounds that 'it is the  only tender which can b e  
fitted into the appropriat ions available'. The  
consultants a n d  the  local authorities who were 
together responsible for  supervising the works 
considered the tender  unrealistic a n d  the con­
tract had t o  be  cancelled in the course of con­
struction. 
(d) In 1962 the Commission financed the  building 
of a suspension bridge near  the sea in a country 
where cyclones are frequent .  The  central tower 
was placed off-centre so that it would stand o n  
a rock a n d  save the  cost of deep  foundat ions  in 
the  river-bed. T h e  fact  that  a cable-stayed bridge 
was built in a cyclone area, the inability of local 
manpower t o  maintain a high-technology bridge 
(which is moreover unique in Africa) a n d  the 
choice, for  reasons of economy, of a n  asym­
metrical bridge all explain why the bridge col-
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lapsed in 1974. Rebuilding entailed expenditure 
of 1-4 MEUA of which 675 000 EUA was 
wrongly charged to exceptional aid. 
Remark of the Court on the reply of the Commission 
to paragraph 1.24 
(a) The Court cannot see what tradition could be 
opposed to the construction of double-track 
bridges. 
(b) The Court maintains that the unrealistic nature of 
the tender was adequately shown by the compara­
tive study of the tenders carried out by the consul­
tancy firm, which meticulously examined each 
price and revealed that certain prices of the firm 
in question were excessive. 
Within the Commission itself it was considered 
that withdrawal was foreseeable', since an inter­
nal EDF note of 20 March 1968 spoke of 'enor­
mous risks'. 
(c) Srtcff of the Commission who had earlier been 
questioned by the Court during an on-the-spot 
visit had in fact confirmed that the bridge col­
lapsed due to a design error in the bolsters and 
lack of supervision. 
H o s p i t a l  b u i l d i n g s  a n d  e q u i p m e n t  
1.27. Twenty-five hospitals and thirty dispensaries 
in three countries with a total investment of 
18*9 MEUA were examined on the basis of docu­
ments; of these, three hospitals and four dispensar­
ies were examined on the spot. 
The Community's contribution to health develop­
ment took the form of financing hospital buildings 
(13 211671 EUA), installations and equipment 
(4 823 430 EUA) and technical assistance (studies 
and supervision of works — 791 762 EUA). 
The following examples illustrate the range of estab­
lishments financed by the Fund:  
Area Total cost Beds 
University hospital . 31 000 m 2  8 409 000,EUA 710 
Hospital centre 400 m2  48 000 E U A  10 
Dispensary ,100 m 2  37 649 E U A  2 
1.25. Generally speaking, current upkeep of the 
roads visited was adequately carried out by the local 
authorities; the real problem, however, arises eight 
to ten years after opening when the road requires a 
complete resurfacing which is often beyond the 
financial and technical resources of the country con­
cerned. For roads, as for agricultural projects, each 
financing proposal should bring out the relationship 
between the original investment cost and the subse­
quent cost of upkeep. 
C .  Health and social welfare projects 
1.26. The Court examined a group of health and 
social welfare projects representing an investment of 
the order of 45 343 M E U A :  hospital infrastructure 
and equipment projects (18 866 MEUA), projects 
for piped water and wells (23 324 MEUA) and a 
project for the development of a 67-hectare site for 
social housing (3 153 MEUA). As the site-develop­
ment project does not call for any special comment, 
mention will be  made only of investments in the 
fields of health and water-supply for health or social 
purposes. 
1.28. Its examination of the projects on the basis 
of documents and on the spot leads the Court to 
make the following comments: 
(a) There is a tendency to neglect small projects in 
favour of large ones. 
In one country two completely finished dispens­
aries financed under exceptional aid await use 
because the Commission thought it advisable to 
leave the local authorities, whose financial diffi­
culties are well known, to bear the cost of con­
nection of water and  electricity supplies and of 
the provision of a number of beds. Yet in the 
same country the Commission agreed to finance 
a university hospital at a total cost of 8 409 
MEUA. 
This hospital, with ultra-modern equipment 
costing 3 235 MEUA, has remained largely 
unused since its completion in 1973. It is heart­
rending to note that besides this ultra-modern 
construction which is virtually standing idle 
there is a 50-year-old hospital where 1 600 
patients have to b e  crowded in at the rate of 
three for two beds. In spite of its lack of use the 
new hospital and its equipment are now being 
renovated and this work is being charged to the 
EDF. 
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(b) T h e  running costs of  the  university hospital,  
which are borne  by  the  recipient country, were 
no t  properly examined  b y  the  Commission a n d  
were underest imated.  
T h e  f inancing proposal  fo r  the  hospital devoted 
only abou t  10 lines ou t  of  15 pages t o  a n  esti­
ma te  of  running  costs a n d  the  conclusion was 
that  they were Within the  country 's  budgetary 
capacities. It turns  ou t  tha t  if t he  hospital were 
funct ioning a t  the  present t ime it would cost 
300 000 E U A  a year, which is nearly a quarter  o f  
the  national  budget  f o r  health.  As  the  country 
cannot  meet this cost, this ultra-modern con­
struction is 90 % unused .  
In another  country the  Commiss ion delegation 
itself asserts that  'normal  running  costs should 
be  carefully s tudied since the  amoun t s  allocated 
in the  national  budget  fo r  this purpose  are 
definitely inadequate ' .  
In o n e  country, connect ion of  16 dispensaries t o  
water a n d  electricity supplies has  been aban­
doned  fo r  lack of  f unds .  
(c) The  shortage of  medical  staff  when projects are 
-taken over persists afterwards.  
In o n e  project (a district hospital) the  surgical 
building a n d  the  operat ing theatre are used only 
twice a month  by  a visiting surgeon f rom a hos­
pital in another  town.  T h e  surgical block in 
another  health centre consists of  two operat ing 
theatres al though there is only o n e  surgeon. In 
countries visited s o  fa r  by  the  Court ' s  staff it has  
been noted that,  o n  average, o n e  doctor  theoreti­
cally looks af te r  50 000 inhabitants.  T h e  fact  
that  most of  the  doctors  practise in the  towns  
means  that  the  proport ion is much  more  unfa ­
vourable in rural areas.  
In all the  projects examined,  there were fa r  t o o  
few medical auxiliary staff  a n d  this hindered the  
full  effectiveness o f  the  hospitals a n d  dispensar­
ies. 
(d)  T h e  existence o f  equ ipment  ou t  of  order  o r  even 
no t  installed several years af ter  delivery indi­
cates a widespread shortage of  qualif ied techni­
cians, bad  after-sales service o n  the  part  of sup­
pliers o r  a shortage o f  specialized medical  s taff .  
This is illustrated b y  t he  example  of a small hos­
pital unit  where t he  generator  a n d  the  p u m p  fo r  
the  well were ou t  of  order,  WCs,  wash-basins 
a n d  air-conditioning were no t  in use, radio­
graphy equipment  was  no t  yet installed, a n d  
autoclave sterilizers, two  microscopes, and  some 
laboratory a n d  analysis equipment  were unused  
because there were t o o  m a n y  of  them or  because 
n o  need was felt f o r  them.  
(e) T h e  excessive size of  t he  buildings o r  their 
unsuitability fo r  t he  cl imate o r  the environment  
arise because t o o  m u c h  liberty is given t o  the  
European architects. 
T h e  Commission depar tment  concerned wrote 
in J u n e  1964: ' the  p lann ing  o f  the  (university) 
hospital can in n o  way express a view o n  t he  
architectural design. It mus t  leave the  architect 
complete  liberty as  concerns siting, funct ional  
arrangements a n d  the  type  of  construction t o  
adopt ' .  This  laisser-faire a t t i tude has  also been 
noted in other cases a n d  results in buildings 
which d o  no t  s t and  u p  well t o  the  local climate 
(bad weather, excessive heat ,  dust) .  
In a recent report, a Commiss ion  delegate was also 
concerned at this problem,  writing t o  the  Commis­
s ion:  'Mos t  of the  comment s  a n d  criticisms m a d e  
against us are just if ied,  f o r  there have  been serious 
errors in the  design o f  buildings.  T h e  architectural 
p lans  would never have  been  drawn u p  in this way 
by an  architect aware  of  t he  cl imate in which the  
building, must  o p e r a t e . . .  a n d  should  never have  
received a n  'administrat ion a n d  Commiss ion '  
approval .  When it comes  t o  design it would  b e  a 
good  idea t o  m a k e  use of  someone  w h o  knows  the  
country ' .  
In two cases the  E D F  has  taken o n  addi t ional  
expenditure caused by the  b a d  design of  bui ldings:  
repairs amount ing  t o  280 000 E U A  a n d  a n  a m o u n t  
of  130 000 E U A  for  the  acquisit ion of  air-condition­
ing a n d  f ans  — which were o u t  of  action a t  the  t ime 
of  the  Court ' s  two visits. 
1.29. T o  sum u p :  t he  Communi ty ' s  contribution 
in the  field of health in the  three countries ha s  been  
large. But financing something like a European  
university hospital entails runn ing  costs which t he  
recipient countries are  unab le  t o  bear.  Moreover  it 
requires a medical,  medical  auxiliary a n d  technical 
staff  which is generally no t  available.  
O n e  may  wonder  whether  financial he lp  should  no t  
b e  concentrated o n  less expensive decentralized 
medicine of  a mainly preventive a n d  educat ive 
nature  which w o u l d  reach more  o f  the  popula t ion  
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and would yield a greater return by attacking the 
endemic ills of the countries concerned: abov§ all, 
bad eating habits, but also, in particular, malaria 
and bilharzia. Finally, it is necessary to  impose a 
greater control on the architects where the financing 
of buildings is involved. 
Estimating is obviously difficult: accuracy 
depends on the validity of censuses and statis­
tics in the recipient countries and on how 
> up-to-date they are. 
(c) Charges are the main problem in piped water-
supply. In three areas of the same country the 
water points, where a charge is made, are neg­
lected by the nomads who prefer to get their 
water free at traditional waterholes in spite of 
the sometimes doubtful quality. 
W a t e r - s u p p l y  f o r  h e a l t h  a n d  
s o c i a l  p u r p o s e s  
1.30. Four comprehensive schemes of projects for 
piped water and a project for 964 wells representing 
an Amount of 23-32 M E U A  in two countries were 
examined on the basis of documents and on the 
spot. 
In the same country the charges in provincial 
towns are almost double those in the capital 
with the result that the public supply is under­
used: in one area 9 out of 12 drinking fountains 
are not used. 
In another country users are reluctant to use the 
drinking fountains at which the official water-
seller charges four times the price he pays to  the 
water company (0 • 25 EU A a cubic metre). 
1.31. The E D F  financing provided a range of 
structures from a water-tower with purification 
plants and piping inlets to wells, drinking fountains 
and watering troughs. They have made £ material 
contribution to the population's water-supply both 
in quantity and quality. 
1.32. Its examination of the projects on the basis 
of documents and on the spot leads the Court to 
make the following comments:  
(a) Unlike the majority of E D F  projects these 
works do  not entail major maintenance prob­
lems. 
In both countries maintenance is performed 
competently by the management responsible for  
running the grid. In one project for water and 
electricity supply, installations financed by the 
first E D F  are still working; the equipment is in 
working order and gives satisfaction, except that 
most of the remote controls are out of order for 
lack of skilled workers and spare parts. 
In another prpject installations of 15 years ago 
continue to provide the town with water. 
(b) In the matter of studies, estimates of population 
growth have proved inaccurate for 4 projects. 
Two cases of overestimating growth have led to  
certain installations (private connections, drink­
ing fountains) being under-used or not used at 
all. In two other cases underestimation of 
growth will make it necessary to  extend the 
installations in the near future. 
1.33. In two Sahel countries the E D F  has 
financed the provision of over a thousand wells with 
a particularly low failure rate (5-5 %). The meeting 
of this elementary need is especially appreciated by 
local inhabitants who had formerly to go several kilo­
metres on foot to obtain water. The wells are satis­
factorily maintained by the local authorities, though 
they often become muddied and polluted through 
use, by reason of the less than hygienic means of 
drawing water and of the presence of cattle. 
In one Sahel village the Court team observed that 
the population continued to dig by hand deep 
uncased wells in sandy soil with a minimal output, 
apparently because they live nearer to these wells 
than to the high-output modern well. 
In one agricultural development financed by the 
E D F  it was necessary to provide individual wells, as 
the farmers refused to share a well among two or 
three. 
1.34. To sum up, the water-supply operations 
proved excellent technically, the main difficulties 
being, in the case of schemes for piped water, the 
charges which virtually put them out of the reach of 
the poorest and,  in the case ofwel ls ,  ancestral habits 
which are hard to change. 
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D .  Educational infrastructure projects 
1.35. The  Court  examined  a large number  of  edu­
cational infrastructure projects o n  the  basis of  docu­
ments  a n d  o n  the  spo t :  primary a n d  secondary 
schools,  training colleges, technical training centres 
a n d  a medical school,  which had  been financed b y  
the  E D F  for  a total of  25 400 000 EUA.  > 
1.36. As regards t he  design of  the  projects, com-
. ments  need t o  be  m a d e  o n  the  preliminary studies, 
o n  the  architecture, o n  the  materials used a n d  o n  t he  
employment  of  local firms. 
(a) Educational  structures are generally built  a n d  
equipped  according t o  European  techniques.  
Local authorities are o f t en  unwilling t o  take  
their own traditions a n d  customs into considera­
tion o r  t o  use the  materials specified with a view 
to  reducing current main tenance  costs. Laterite 
bricks a n d  local s tone  are unfortunately o f ten  
neglected in favour  of  concrete.  
(b) In o n e  case, a second set o f  preliminary studies 
was m a d e  necessary by  a change of  site. In  
another  case the  studies d id  no t  fully describe 
the  installations. 
(c) Educational  buildings o f ten  fail t o  fit into the  
climatic a n d  socio-cultural environment .  Insula­
tion against heat  does  no t  g o  with a large area 
of  window. Some  finishes, such as  mosaics o r  
artistic panels  m a d e  a sad contrast with the  
almost  universal surrounding deprivation.  
When a number  of  primary schools were reno­
vated the  windows were replaced by metal slat­
ted shutters which were better suited t o  local 
condit ions.  
(d)  Sanitary installations are  of ten  provided with 
outlet pipes which are  too  small.  A good  m a n y  
of  these installations (toilets a n d  sinks) are per­
manently blocked.  T h e  lighting system is poorly 
protected against all k inds  of deterioration. 
Deficiencies a n d  faul ts  are o f ten  ment ioned in 
the  record of the  provisional o r  final accept­
ance.  This, unfortunately,  does  no t  always give 
rise t o  action being taken.  
1.37. Turning t o  the  execut ion:  the  coordination 
of  the  works, delays, the  care given t o  finishes, the  
equ ipment  of  buildings,  compl iance  with E D F  m a n ­
agement  procedures a n d  with s o u n d  financial m a n ­
agement  all call fo r  a number  of  comments :  
(a) In o n e  case the  t ime  taken  by a nat ional  b o d y  t o  
connect  u p  the  site t o  t he  electric mains  caused 
considerable delays in carrying ou t  the  works. 
In another  case p u m p s  a n d  pressure-boosters 
for  water were installed in scho.ol buildings 
when the  water-tower which makes  them super­
f luous  was in the  process of  construction.  
(b) N o t  all the  works are  carefully carried out .  
Generally,  roofs are  leaky;  a primary school col­
lapsed,  apparent ly  because  the  founda t ions  
were no t  protected.  In o n e  country t he  bui ldings 
of  all primary schools require extensive repairs 
af ter  ten years in service. 
(c) Operat ional  a n d  teaching equipment  does  no t  
correspond to  what  is required.  Any  sophisti­
cated equipment  (kitchen equipment )  is aban ­
d o n e d  at  its first b reakdown,  which o f ten  hap ­
pens  in the  first f ew m o n t h s  af ter  it is pu t  in to  
service. Repairs are a problem because of  lack 
of  funds ,  difficulties in supply  of  basic  spare  
parts and ,  above  all, lack of  qual if ied manpower  
t o  effect  them.  In o n e  case, 7 0 %  of  the  equip­
ment  supplied by  a European  firm for  a 
mechanical  workshop was  defective o n  delivery. 
Other  equipment  has  never been used (labora­
tory autoclave) because  there is n o  real need  fo r  
it.. O n  the  o n e  h a n d  some  machine-tools used in 
technical trainings are the  only ones  of  their 
type in the  count ry ;  o n  the  other,  basic  appara­
tus  (such as microscopes) is no t  available in suf­
ficient numbers.  
(d)  In  o n e  country several training centres were no t  
finished a t  all because  f u n d s  for  the  projects 
were exhausted:  doors  a n d  windows consist ,of 
corrugated iron strengthened by a f ramework of  
rough timber, with nai led-on hinges. T h e  result 
is not  altogether a n  a id  t o  teaching. 
1.38. E D F  management  procedures are not  com­
plied with in all cases:  
(a) An  advance  of  f u n d s  t o  a consultancy firm 
(about  1 600 E U A )  was  no t  guaranteed,  contrary 
t o  the  general specification.  The whole  of  this 
firm's taxes a n d  duties  in the  A C P  country 
(about  8 000 EUA)  are  reimbursed by the  C o m ­
mission in spite of  the  provisions t o  the  contrary 
in the  contract between it a n d  the  Commiss ion.  
\ 
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(b) In another country the administration paid 
retentions t o  the  contractor a t  provisional 
acceptance although they should have been 
blocked until faults  were remedied. Contractors 
have h a d  to  b e  threatened with being excluded 
f rom E D F  invitations t o  tender  in order t o  get 
them to  remedy faults  established a t  provisional 
acceptance. For some  schools the  g a p  between 
provisional a n d  final  acceptance has reached 
five years. 
1.39. As far  as  the  use  of the  projects is con­
cerned, mention should b e  m a d e  of  the conditions 
in which they are occupied a n d  of the  practical 
value of  the  investment. 
With two exceptions t h e  educational buildings cater 
for  the expected numbers  o r  more.  
In most cases the  buildings are well maintained.  In  
the  remainder they have  gradually deteriorated for  
lack of f u n d s  a n d  qualif ied manpower  t o  maintain 
them. 
1.40. Whenever technical assistance is well repre­
sented on  the teaching or  administrative staff of the  
school it funct ions satisfactorily. In  several schools 
the  technical assistance provided under  bilateral aid 
also has an  operating budget  a n d  this facilitates the  
running of  the  whole. 
1.43. S l a u g h t e r h o u s e s  
(a) The buildings of the two slaughterhouses are 
satisfactory in design a n d  construction. 
(b) However, one  of  them was the  subject of three 
preliminary studies which partly overlapped, 
while the  consultant employed for  the second 
produced mediocre studies, was in connivance 
with a potential tenderer a n d  was guilty of neg­
ligence in the supervision of  the  works. 
One  may express surprise that  a European 
technical assistant of 23, with only a law degree, 
was sent out  under  a contract f inanced by the 
E D F  by a consultancy firm, in response t o  a 
request for ' a  very high-level officer with sound 
experience' t o  carry out  a study on  the operation 
of the project. 
(c) In  a second slaughterhouse part of the equip­
ment  is out  of order either because it is t oo  
sophisticated or  because it has not  been main­
tained for  lack of funds .  The  lack of f u n d s  is 
d u e  in particular t o  the  total absence of any  
accounting system resulting in dubious manage­
ment  practices,, even though the  project was 
allotted 3 technical assistants a t  a cost of  
335 000 E U A  during the  first 3 years of  opera­
tion. Moreover, the  slaughterhouse only oper­
ates at 50 % of capacity because the farmers pre­
fer to  slaughter their cattle in secret, thus avoid­
ing slaughtering charges a n d  obtaining u p  t o  
double  the official price paid by the  administra­
tion. 
1.41. In conclusion:  all t he  projects f inanced by 
the  E D F  fulfil their purpose  in spite of any mistakes 
being m a d e  in carrying them ou t  or even of any  
wasteful expenditure. T h e  point  for  criticism in the  
buildings is the use of  techniques which are t oo  
complicated for  local firms t o  carry out  periodic 
maintenance.  Some establishments are only able t o  
funct ion because of technical assistance. 
(d) In this slaughterhouse, as in others, the flooring 
(tiles) had  not  stood u p  t o  the inevitable shocks 
in this type of t rade a n d  there are numerous 
holes which encourage the  stagnation of stale 
water. 
E l e c t r i c i t y  
E. Industrial projects 
1.42. Apart from the  agri-industrial projects dis­
cussed a t  1.1 et seq., the  Court  examined on  the  
basis of documents,  a n d  on  the  spot,  two  slaughter­
houses, several power-stations a n d  electricity distri­
but ion networks, a n  industrial estate a n d  a solar 
installation; these represented a total investment of  
about  48 MEUA.  
1.44. In o n e  central-African landlocked country 
the  E D F  financed the  greater part  of the  high-ten-
sion distribution grid a n d  is now co-financing a 
large power-station for  a n  amoun t  of 40 M E U A  
which represents about  a third of the  total E D F  aid 
t o  this country since 1958. 
The  Commission also ensured that  the  grid was con­
nected t o  those of two  neighbouring countries. T h e  
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project enables the economy of the country, which 
has known frequent disturbances of its power sup-, 
ply, to develop the mining industry, to  take advan­
tage of its hydro-electric resources and to make a 
considerable reduction in its oil imports. 
(a) The studies for the hydro-electric station were 
described as mediocre by the staff of the Com­
mission but, as the invitation to tender was 
imminent the Commission did not think it expe­
dient to re-work them. The weakness of the geo­
logical studies led to the local authorities agree­
ing to an abnormal variation in the specification 
which might have expensive consequences. The 
variation protects the contractor in the event of 
any geological or hydrological contingency 
which might occur in a project which consists of 
boring a tunnel 2 700 m long and 2-5  m in 
diameter. 
that it would be wrong to give a monopoly to 
the firm who had submitted the lowest tender 
and had recently won other contracts. 
(b) According to the Commission delegate the con­
sultants entrusted with supervision of the works 
lacked the necessary experience. 
(c) The industrial estate should have been com­
pleted in. 1973.The works were finished in 1977 
but soil-mechanics studies were carried out 
afterwards in order to reassure any interested 
firms. A new financing was granted in 1978 for 
a final clearing of the site. 
(d) It was not until July 1979 that the estate was 
occupied by some twenty small firms, of whom 
nearly half are car-repair workshops, at the 
extremely favourable rent of 0 05 EUA/m 2 .  
(b) Following a dispute between the Commission 
and the local authorities about two tenders dif­
fering by 50 000 EUA, the award of a contract 
for the electricity network was delayed for seven 
months. 
Finally the two competing tenderers settled the 
matter by forming a syndicate. 
The Commission.accepted this solution in order 
to avoid new delays and an even greater 
increase in costs and it agreed to accept a tender 
some 1 • 5 MEUA higher than the original. 
(c) The distribution network and the control sta­
tions visited were operating normally and 
seemed to be perfectly well maintained. 
I n d u s t r i a l  e s t a t e  
1.45. A financing agreement was signed in 1969 
for the construction of an industrial estate of 32 hec­
tares which should permit the installation of some 
fifty firms. The project cost about 1 600 000 EUA of 
which 290 000 were for the studies and supervision 
of the work. 
(a) The works contract, which was not awarded 
until September 1972, went to a firm whose ten­
der was 12 % above the lowest. The Commission 
staff, contrary to  the  procedure in force, 
accepted the argument of the local authorities 
S o l a r  e n e r g y  
1.46. Two solar pumps, working on the thermo­
dynamic principle, were financed by the E D F  at an 
amount of 550 000 EUA. The first experimental 
pump is working at two-thirds of its theoretical cap­
acity. Since the pumps are experimental cine may 
ask if it was desirable to  finance two of them, espe­
cially in view of the fact that the second pump has 
not yet found a user and has been stored in the fac­
tory since 1979. 
SECTION 2 — MICROPROJECTS 
General outline 
2.1. The Lome Convention provided that an 
amount of 20 MEUA, to  be deducted from the ordi­
nary grant aid of the EDF,  may be  used to finance 
microprojects. The initiative for the operations must 
come from the local community which will benefit 
from them; apart from the E D F  contribution they 
are to be financed by the local community and the 
State. Maintenance is the responsibility of the local 
community. 
The proposals for microprojects are drawn u p  by the 
A C P  country concerned in annual programmes 
which in practice contain 1 to  180 projects. In the 
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interests of speed and  efficiency the procedures for 
decision and financing have been greatly eased at 
Commission level: annual programmes are n o  
longer submitted to  the Fund Committee but are 
under the direct authority of the Commission. The 
Commission's approval of the microprojects within 
the limits of the annual programme is, in practice, 
given by the Commission delegate in the A C P  coun­
try on receipt from the local administration of an  
estimate covering the whole of the microprojects. 
An advance of 80 % is then paid to  whoever is res­
ponsible for the project on receipt of a detailed esti­
mate of the works; the balance is paid when the 
completed project has been accepted and support­
ing documents submitted. 
Position at 31 December 1979 
2.2. During 1979 twenty new programmes were 
accepted (18 in the A C P  countries and 2 in OCT) to  
a total of 6 030 MEUA. Overall estimates were sub­
mitted for 4 898 M E U A  and advances made of 
1 542 MEUA. 
At 31 December 1979, 49 programmes were being 
carried out in 32 countries to  a total value of 16 485 
MEUA out of which advances and payments had 
been made to a total of 7 412 MEUA. 
Comments 
2.3. In practice, the concep t ,  of annual pro­
grammes is a fiction: of the 13 annual programmes 
adopted in 1976 and  1977 not one had been closed 
by December 1979. Closure of a first programme is 
not a condition for the financing of a second or 
even a third in the same country. Out of a total of 
32 countries, 14 recipients of this form of aid have 
two or three annual microproject programmes run­
ning. 
The accounting system does not reflect reality: in 
fact payments recorded in the accounts represent 
both advances and final payments (after advances 
had been cleared). In several countries only ad­
vances have been paid, without any supporting 
documents having been produced. In some coun­
tries, in addition to  the advance paid to the manag­
ing body, further payments have been made on the 
basis of supporting documents, instead of being set 
off against the advance. In other countries the bal­
ance of 20 % for some microprojects has been paid 
to  the managing body even when the project had 
not been completed and n o  supporting documents 
had been produced: this is contrary to the condi­
tions set out in the financing agreements. 
Examination by the Court of Auditors 
2.4. The Court examined 14 microprogrammes in 
10 countries on the basis of documents and a num­
ber of microprojects on the spot in two A C P  coun­
tries. This examination leads it to make the follow­
ing comments: 
(a) The Commission's efforts in the direction of 
speed and efficiency have been frustrated by the 
slowness of the national administrations in sub­
mitting their estimates. For five micropro­
grammes dating from one or several years ago 
n o  detailed estimate has yet been submitted. 
This explains why few microprojects have been 
completed to date. To judge from the latest 
reports in the hands of the Commission only 4 
of the 12 microprojects decided o n  in July 1977 
have been completed in Upper Volta, 12 out of 
14 in Senegal, 25 out of 180 in Madagascar, 
none out of 6 in Gambia,  none out of 18 in the 
Solomon Islands, none  out of 10 in Kenya and  
16 out of 21 in Cameroon. 
(b) Three countries submitted as estimates only the  
annexes to the financing agreement with few 
improvements. Many estimates are made too 
low, in order to stay within the financial limits 
of the project and thus receive the Commis­
sion's approval. 
(c) In four countries the programmes are too ambi­
tious. There are too many projects and,  as they 
are dispersed over the whole of the country, 
assistance and supervision by the delegations 
becomes illusory. 
In two countries, the programmes adopted d o  
not answer the description of microprojects, i.e. 
small-scale operations, carried out quickly, with 
participation in the construction and mainte­
nance by the local community which benefits 
from them. In one country the projects accepted 
(bridges and dykes) are technically too difficult 
for unskilled labour to carry out ;  in another the 
building of a submersible bridge ran into the 
same difficulties. 
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,(<d) A stricter check should be kept on microproject 
estimates by the Commission delegations, and 
•om the annual programmes by the Commission 
itself, paitioularly since an advance of 80% is 
paid to the body in charge of the project and it 
is difficult to recover the money if the project is 
not completed. 
There should also be better supervision of the 
execution of the microprojects, if only by spot 
checks. Such supervision is made difficult by 
the number and the wide dispersion of the pro­
jects. to one country tlhe disappearance of the 
promoter of a project and the fraudulent con­
version of funds to  the extent of some 16 500 
EUA could probably have been avoided, or at 
least the order for recovery of the funds could 
have been issued much earlier. 
SECTION 3 — GENERAL TECHNICAL 
COOPERATION 
A. Training projects 
3.1. Training projects are carried out under tech­
nical and financial cooperation as provided for in 
Title 4 of the Lome Convention. 
The training programmes consist of scholarships for 
studies or practical training, the provision of instruc­
tors, the organization of seminars and various other 
measures. 
The Commission at Brussels does not ask for 
the reports required by the financing agree­
ments, contenting itself with those which are 
sent to  it voluntarily. Most of the reports in its 
hands are over a year old. 
(e) The contribution of the local communities in 
cash and kind sometimes causes problems. 
At 31 December 1979 training expenditure commit­
ted under the 4th EDF amounted to 107 747 642 
EUA. Final commitments amounted to 60 846 147 
EUA — 56-5 % of total commitments. Payments at 
19 293 001 EUA represent scarcely 20 % of total 
commitments. Total commitments for a dozen ACP 
States acoount in value for half of the total financ­
ing decisions. 
In two countries local communities questioned 
the contribution they were to make because they 
had enjoyed similar aid from other bodies with­
out any similar requirement to  particajiiate. 
Training expenditure may be broken down into 
scholarships (85 %), specific vocational training pro­
jects (9 %) and expenditure of a more general train­
ing interest (6 %). 
t(f) fa two cases there is doubt about the initiative 
of the local communities. In one of them the 
delegation observed hostility to  mkroprojects 
on the part of the communities. This case is, 
however, exceptional. 
M a n a g i n g  b o d i e s  
2-5- However, it is right t o  note that, as  a general 
rule, microprojects are welcomed very favourably by 
local communities. 
The Court was able to  observe on the spot the gen-
mine success achieved by the projects and the satis­
faction of the communities which benefit. I t  is true 
t o  say that microprojects have all the more success 
as they are directed towards the most depraved, that 
they meet real priority needs and that the delega­
tions are able to  stimulate and check on tine progress 
of the works. 
3.2. During 1979 the European organizations 
entrusted with the administration of EDF scholar­
ships accounted for advances totalling 9 888 536 
EUA. The balance of advances not yet accounted 
for is 10 898 729 EUA. At the beginning of May 
1980 the Commission had checked the statements 
detailing the use made of the advances for the year 
1978-79 in the case of only two of the eight manag­
ing bodies, the other organizations not having pre­
sented their statements by the agreed dates. 
There are no supporting documents for some pay­
ments, Several payments have been made which 
were only due in par t  
31. 12. 80 Official Journal of the European Communities m 
C o m m e n t s  a r i s i n g  f r o m  v i s i t s  
3.3. The choice for the award of scholarships is 
made by the administration of the recipient country. 
The delegation takes no  part in this stage of the pro­
cedure. In one ACP country the delegation makes 
no secret of its doubts about the justification and 
merits of some candidatures. 
The scholarships are paid to the students by the 
establishment they attend. The establishments 
receive quarterly, half-yearly or even annual ad­
vances for this purpose. The advances due to one 
institute have been supended because of a lack of 
clarity in its accounts. The Commission staff are not 
allowed to verify the use of EDF grants. 
A few months from the end of Lome I, commit­
ments had been entered into for less than 50% of 
the multiannual education programme of a certain 
ACP State. Other expenditure on technical assist­
ance unconnected with training was charged; t© the 
programme. 
In another ACP country the EDF reimburses medli-
cal expenses to  its schofarshipx holders enrolled in a 
regional institution while it does not do this for its 
scholarship holders in other, purely national1, estab­
lishments. In fact there are no rales which lay 
down in which cases medical expenses should1 be 
paid by the EDF. It happens that the cases cowered1 
are becoming more and more numerous for ACP 
students studying in an ACP country other than 
their own. 
For students studying in their own country the EDF 
scholarships are equal to national scholarschips. For 
those studying in Europe the EDF scholarschips, at 
the same level as scholarships granted by the Mem­
ber States under bilateral aid agreements, are gener­
ally more generous than those granted by the ACP 
country to its students in Europe. For students stu­
dying in Africa, outside their own country, EDF 
scholarships are also different from national scho­
larships. 
Training projects — Expenditure at 31 December 1979 
(EUA) 
Total commitments Final commitments Payments 
General expenditure 6 038 500-00 2 765 859-76 484 959-76 
Specific projects 9 921 142 00 3 781 662-65 ' 1 465 735-58 
Scholarships 91 688 000 00 54 198 624 -83 17 242 305 -70 
Training periods 100 000 00 100 000-00 100 000-00 
Total 107 747 642 00 60 846 147 -24 19 293 001-04 
B. Trade promotion 
3.4. At 31 December 1979 financing decisions 
accepted as a charge to the fourth EDF for trade 
promotion gave rise to total commitments of 
32 002 288 EUA; of this, final commitments arising 
from signed agreements or contracts amounted to 
16 277 642 EUA. A few months before the expiry of 
the Lome I Convention, payments amounted to 
8 619 891 EUA, i.e. 27 % of total commitments and 
53 % of final commitments. All the aid is in the form 
of grants with the exception of 1 - 7 MEUA which is 
divided into two special loans. 
3.5. Total commitments for trade promotion 
operations vary greatly from one ACP State to 
another. For example, one single ACP State enjoys 
aid for trade-promotion in different forms to a total 
of 2 • 8 M EUA or 8 • 9 % of the total commitments for 
this type of aid. 
Commitments totalling 6 402 000 EUA represent the 
1979-80 indicative programme for participation in 
international trade events for all ACP States. The 
programme is divided into 5 different sections: fairs 
and exhibitions (3 549 000 EUA), seminars (440 000 
EUA), information and publicity (975 000 EUA), 
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trade missions (825 000 EUA) and coordination and 
administration of the programme (613 000 EUA). 
Final commitments for the programme amount to  
2 011 256 EUA or 39 % of total commitments. Pay­
ments amount to 951 999 EUA or 15 % of the pro­
gramme. Final commitments are brought to account 
half-yearly on the basis of decisions to take part in 
trade promotion events, but in the case of three fairs 
the decision was taken after the opening of the fair. 
3.6. In 1979 the E D F  financed 151 stands at 
22 fairs or specialized shows for 42 A C P  States and 
2 economic associations. The Fund bore the cost of 
between one and ten stands per A C P  State. 
In 18 fairs held in Member States the E D F  paid for 
the installation of the stands. The floor-space is 
provided free by the Member States. In the four 
fairs held in Africa rent was, with one exception, 
met by the Fund. Preparation of the stands is done 
under private treaty contract after restricted invita­
tion to tender. This invitation to tender was made 
on 19 January 1979 for all the international commer­
cial events in 1979 in which the A C P  States or other 
beneficiaries could participate at the Community's 
expense. The invitation to tender provided for a 
separate tender for each fair. Thus u p  to  a dozen or 
more tenders were received by the Commission for 
each of the fairs. One firm obtained the contract for 
twelve fairs to a value of 0 - 3  MEUA or 45 % of the 
expenditure on this item. Another firm was 
entrusted with six fairs or 23 % of the expenditure. 
3.7. Expenditure on coordination and administra­
tion represents 10% of the 1979 programme but  
2 0 %  of the payments made in 1979 for the pro­
gramme as a. whole. Expenditure refers entirely to 
the salaries of five persons employed by the Euro­
pean Association for Cooperation (EAC) and made 
available to the Commission for full-time employ­
ment in its departments, not exclusively for the ben­
efit of ACP States. 
Trade promotion — Expenditure at 31 December 1979 
(EUA) 
Total commitments Final commitments Payments 
General  expenditure 14 023 799 -34 5 424 592-57 1 811 684-44 
Commercial  structures 1 868 400-00 1127 981-33 750 257-67 
Fairs a n d  exhibitions 14 950 088-17 9 675 068 -03 6 031 062 -14 
Marketing 1 160 000-00 50 000 -00 26 851-20 
Total 32 002 287-51 16 277 641-93 8 619 855-45 
SECTION 4 — T E C H N I C A L  SUPERVISION A N D  
DELEGATED FINANCIAL CONTROL 
A. European Association for Cooperation (EAC) 
4.1. The balance sheet, the revenue and expendi­
ture account and the balances of the accounts of the 
EAC for 1979 were sent to the Court on 23 April 
1980, i.e. after 31 March which is the last date laid 
down for forwarding in the financial regulation for  
the fourth EDF.  
Although this represents a notable improvement 
compared with the previous year it must be  borne in 
mind that these accounts d o  not contain expendi­
ture paid from the overseas imprest funds  during 
December 1979. 
R e m a r k s  o n  t h e  a c c o u n t s  
4.2. Payments made by the EAC on behalf of the 
E D F  were 34-65 M E U A  for the year 1979. The 
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expenditure consists of operating costs of the Com­
mission delegations in ACP States and OCT, per­
sonnel costs of the delegations and technical assist­
ance for E D F  projects and cooperation staff under 
special contracts working in Europe. Moreover, the 
EAC pays scholarships for students resident in Bel­
gium. 
Kenyan shillings in January 1978 which still 
appeared in the EA C balance sheet at 31 Decem­
ber 1979 among the expenditure to be cleared. 
4.3. For the closing of the accounts, no  compari­
son was made by the Commission or by the EAC 
between the amount due to the E D F  according to 
the EAC accounts (5-68MEUA) and the amount 
due from the EAC in the E D F  accounts 
(25 -63 MEUA). This is an inadmissable gap in 
internal control which prevents the detection of pos­
sible errors. 
Thus in the 1979 accounts the charging of an ad­
vance of 467 625 EUA from the E D F  to exchange 
differences was not picked u p  in time by the EAC, 
with the result that this amount was included in the 
suspense account in the balance-sheet of the fourth 
E D F  at 31 December 1979. This lack of control of 
operations is also noticeable in the fact that, for 
example, simple transfers from one bank account to 
another have been awaiting clearance for over a year 
whereas they could have been finally accounted for 
immediately after the transfer. 
4.4. Some expenditure by imprest administrators 
in delegations has not been cleared after over a year 
and sometimes longer. It is necessary for expendi­
ture requiring clearance to be regularly examined 
and to give rise to the issue of a demand for repay­
ment after a certain time. 
4.5. In two cases at least recovery of advances to 
overseas staff for car purchase was carried out very 
belatedly. 
Remark of the Court on the reply of the Commission 
to the first sub-paragraph of paragraph 4.5 
The vehicles are used for personal as well as official 
purposes. 
Remark of the Court on the reply of the Commission 
to paragraph 4.3 
— With regard to the EDF advance of 
467625 EUA: the Court maintains that even if 
the booking error was detected and corrected in 
the EA C accounts, it still appeared in the EDF 
accounts at 31 December. 1979; 
4.6. The Auditor of the EAC is an official under 
the authority of a Director-General of the Commis­
sion, who acts as President of the Board of Directors 
of the EAC, and of a Director of the Commission, 
who is also the managing director of the EAC. This 
hierarchical relationship does not seem compatible 
with the necessary independence which should be 
enjoyed by an auditor. 
— with regard to the fact that no transactions are 
held awaiting clearance: the 'statement of EDF 
revenue and expenditure at 31 December 1979' 
drawn up by the EAC mentions an amount of 
about 1 94 MEU A as 'expenditure to be checked 
and cleared' (cf. also in this connection, the 
second paragraph of the reply of the Commission 
itself to paragraph 4.4); 
— with regard to the finalization of any transfer of 
funds upon receipt of the advice note showing that 
the transfer has been made — the Court can cite 
to the contrary the case of a transfer of 50 000 
C o m m e n t s  o f  s t a f f  m a n a g e m e n t  
4.7. At 31 December 1979, the 42 Commission 
i delegations in the ACP States and OCT employed 
221 staff holding contracts with the EAC and 911 
local staff. Of the 221 staff holding contracts with 
the EAC, there were 42 delegates and 179 advisers 
or attaches of whom 48 were employed as agricul­
tural experts, 31 as economists, 72 as technicians 
and 28 for administrative duties. The EAC should 
make sure that vacancies in positions of this kind 
receive sufficiently wide publicity in the Member 
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States. The same applies t o  the  recruitment for  over­
seas technical assistance (74 persons) a n d  for  other 
experts employed under  contract for  a fixed period. 
Of  these latter, the EAC had  'special contracts' with 
34 experts a n d  'cooperation s t a f f  contracts with 11. 
All those under special contracts a n d  some of the 
cooperation staff are employed in the departments 
of D G  VIII of the Commission a n d  engage in duties 
similar to  those of officials. Expenditure on  these 
experts is counted as  E D F  expenditure although 
they carry out  some duties in relation ,to non-asso­
ciated countries. 
Although the Commission undertook in 1976 not  t o  
continue with this type of  recruitment, two new con­
tracts were signed in July 1979 a n d  January 1980. 
B. Imprest system 
4.8. In the four  countries visited the Court  exam­
ined the imprest system which records the opera­
tional expenditure of the  delegation a n d  the  imprest 
system in respect of four  agricultural projects. 
4.9. Examination of  supporting documents  for  
operational expenditure of the delegations a n d  of 
cash, bank,  telex, telephone a n d  postage accounts 
gave entire satisfaction with the following excep­
t ions:  
— The  requirement of obtaining prior authoriza­
tion from the E A C  office in Brussels for  various 
categories of current expenditure whenever they 
exceed a very low limit (200 or 300 EUA,  
according t o  the category of  expenditure) 
should be  eased so  as  t o  avoid, for  example, 
recurrence of the case where telexing for  author­
ization amounted  t o  20 % o f ,  the  expenditure 
concerned. 
— In the interests of economy, the internal rule 
under  which the  support ing documents  for  a 
very limited number  of small payments need 
not  b e  photocopied a n d  sent t o  Brussels should 
be  made  more flexible a n d  extended t o  other 
minor maintenance a n d  operational payments.  
The  delegations should b e  reminded of this rule, 
which in most cases they d o  no t  apply. 
— Rules for the keeping a n d  administration of  
inventories of  movable  property a t  the  delega­
tions should be  drawn u p  by  the Commission 
a n d  sent t o  them as  soon as possible. 
— For the fleet of vehicles the  Commission's  pol­
icy is to  seek a balance between the different 
European makes of  car within each delegation; 
f rom the point of view of sound  financial man­
agement this policy does  not  seem economical 
or rational. In o n e  island State the fleet of the  
delegation comprised five cars of  a make almost 
unknown in the country, the delegate's car itself 
being one  of the  two or  three models of this 
kind. In  another country the  delegation h a d  
kept for  its own use a cross-country vehicle of 
non-Community make  which had  been 
financed by the E D F  a n d  which should have 
been returned t o  the  local authorities o n  com­
pletion of the project for  which it h a d  been 
acquired. 
— In the same delegation each local employee has,  
in theory, an  annual  maximum for  the reim­
bursement of his medical expenses (50 t o  
70 EUA per year). When this maximum is 
reached the delegate reserves himself the right t o  
authorize that this limit b e  exceeded after the  
examination of the  medical records of the per­
son concerned. In a bordering country the dele­
gate applies a system which is similar bu t  more  
flexible a n d  with maxima ten times as  high. 
Remark of the Court on the reply of the Commission 
to the penultimate sub-paragraph of paragraph 4.9 
The Court finds it difficult to believe that a car repre­
senting the only model of its kind in the country was 
chosen on the basis of 'above all the after-sales service 
provided'. 
4.10. The Court  considers that  decision's such as 
the above are arbitrary in their treatment of employ­
ees a n d  that it is vital that  the  Commission should 
draw u p  consistent rules as  soon as possible both for  
the  medical expenses a n d  the  reimbursement of 
travel expenses of local staff.  
4.11. The examination of the  imprest f u n d s  of  
two of the four  agricultural projects examined calls 
for  very serious reservations on  the part  of the  
Cour t :  
— In the first project numerous  reimbursements 
have been made  o n  the  basis of bills which have 
in n o  way the usual characteristics of a support-
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ing document. They are notes written by the 
person responsible for  the project claiming 
reimbursement for petrol and spare parts and  
for payment of travel and subsistence allow­
ances, etc. In this connection the Court noted 
that the daily travel allowance for the local 
. director amounted to  22 -3 EUA against 
2-2 EUA for his driver, the proportion being the 
same for the meals allowance (5. EUA against 
0 -5  EUA). 
Contrary to the rules in force, US $ 27 000 was 
paid in 1977 into a Swiss bank account on 
behalf of an expert concerned with the project. 
— In the second project the regularity of several 
supporting documents is as doubtful as in the 
first. Operating costs of vehicles and machinery 
appear to have been reimbursed both on the 
basis of bills and  by means of a fixed sum per 
kilometre based on an estimate of the same 
costs. 
To avoid the recurrence of such cases in the future, 
the Court recommends that the Commission should 
fill this gap by providing every administrator of 
imprest funds  with a handbook setting out what a 
supporting document should contain in order to b e  
taken into account. 
Remark of the Court on the reply of the Commission 
to paragraph 4.11 
The Court is of the opinion that the documents men­
tioned by the Commission do not offer any guarantee 
of the validity of the expenditure which they were sup­
posed to justify. 
cumstances would better illustrate the points they 
have in common and also the one or two differences 
between them. 
SECTION 6 — STABILIZATION O F  EXPORT 
E A R N I N G S  (STABEX) 
6.1. At 31 December 1979 106 transfer decisions 
had been made in favour of 37 ACP States and OCT 
in. respect of the four years 1975, 1976, 1977 and 
1978 for 23 different products totalling 323 804 068 
EUA. 
6.2. The transfer decisions in respect of 1978 
amounted to 163 960 618 EUA for ACP States and 
to 268 323 EUA for the O C T  0 ) .  
For the four years of application of the Convention 
non-repayable transfers represented 62 % of the 
transfers awarded to  A C P  States. 
For OCT the proportion was 55 %. 
For transfers requiring cross-checking between 
export statistics provided by the A C P  State and the 
import statistics of the EEC, the A C P  State export 
statistics were used as the basis in a third of the 
cases. For another third, use was made of EEC 
import statistics converted to  fob;  the last third 
represents intermediate methods. 
SECTION 5 — EXCEPTIONAL A I D  
5.1. By reason of the great similarity with emer­
gency aid financed under  Article 950 of the general 
budget of the Communities exceptional aid to  A C P  
States faced with serious difficulties resulting from 
natural disasters or comparable extraordinary cir­
cumstances, to quote the definition in Article 59 of 
the Lome I Convention, has been dealt with at the 
same time under paragraphs 9 -32 to  9 -42 in Part I 
of this report. 
6.3. In application of Article 18 (2) of the Lome 
Convention, the Council of Ministers decided on 
31 October 1979 to authorize the advance use of a 
part of the annual instalment for 1979 and apply it 
to 1978. 
The remainder of the total allocation at 31 December 
19,78 for the last year of application of the Lome 
Convention (1979) is 67 519 935 EUA for A C P  
States (including repayments from certain recipient 
countries of 2 332 097 EUA to  reconstitute the fund)  
and is made u p  as follows: 
5.2. It seemed to  the Court that comparing the 
two forms of emergency aid granted in similar cir-
(')  Including ACP States which have acceded to  the Con­
vention but which were formerly OCT. 
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Stabex 
Financial development of Stabex 
(EVA) 
1975* 1976* 1977* 1978* 
Allocation available (1) 375 000 000 295 014 123 257 878 187 229 148 456 
Increase in al location** (2) 
— — 5 000 000 
Reconsti tut ion of  
al location (3) 
— — — 2 332 097 
A m o u n t  available before  
transfers  (4) 
(4) = (1) + (2) + (3) 375 000 000 295 014 123 262 878 187 231 480 553 
Transfers  (5) 79 985 877 37 135 936 33 729 731 163 960 618 
Balance t o  carry forward (6) 
(6) = (4) - (5) 295 014 123 257 878 187 229 148 456 67 519 935 
* Year of  applicat ion.  
*•* Counci l  Decision. 
Application of Stabex transfers 
(EUA) 
V 1975* 1976* 1977* 1978* 
Cumula t ive  balances car­
ried forward (1) 
— — 32 878 187 75 815 123 
Annua l  instalment (2) 75 000 000 70 014 123 76 666 667 76 666 667 
Drawn in advance  (3) 4 985 877 
— 11 478 828 
Transfers  (4) 79 985 877 37 135 936 33 729 731. 163 960 618 
Balance t o  carry forward (5) 
(5) = ( l )  + (2) + ( 3 ) - ( 4 )  
— 
32 878 187 75 815 123 
— 
* . Year of  appl icat ion.  
N.B. T h e  annua l  instalment  is o n e  fifth of  the  allocation less any  a m o u n t  d rawn in a d v a n c e  
dur ing the  previous year. The  last instalment represents the  ba lance  of  t he  al location avail­
able  af ter  taking a n y  reconsti tutions in to  account .  
For the OCT the balance available at 31 December 
1979 out of  the total allocation was 11 784 661.EUA, 
o f  which 776 565 E U A  represented reconstitution. 
6.4. Advances under Article 19 (6) o f  the Conven­
tion totalling 6 172 000 E U A  were decided in favour 
o f  two ACP States. 
6.5. For the year 1978, two A C P  States received 
98 501 237 EUA or 6 0 %  o f  the total transfers for 
that year. 
6.6. To  the extent o f  a transfer o f  7 586 943 EUA, 
the Commission took into account the fall in export 
earnings from iron-ore pellets although this com­
modity is not in the Stabex list. Article 17 (1) o f  the 
Convention includes iron-ore, which it def]nes as 
iron-ore and roasted pyrites. Iron-ore pellets, which 
are another derived product, are not mentioned. 
Iron-ore pellets are moreover explicitly listed as a 
new product in the mining section o f  the second 
Lome Convention. Instead o f  keeping to a strict 
interpretation o f  the Convention the Commission 
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has searched for a political compromise in agreeing 
to make an.exceptional transfer relating only to the 
year 1978. 
There is a danger that too wide an interpretation of 
the Convention in regard to Stabex will hamper its 
correct application in the future. To the example 
quoted above must be added those mentioned in 
previous annual reports of the Court: 
— adding the earnings from the export of several 
commodities for calculating the dependence 
threshold of one commodity; 
— the choice of particular reference years other 
than the four years preceding the year of appli­
cation ; 
— the acceptance of late applications. 
great difficulty. The trouble over groundnuts 
appears to be due to two factors: 
(a) The prices policy and the marketing system for 
groundnuts discourage producers and induce 
them to turn rather to food crops or the produc­
tion of cotton. The other consequence is mas­
sive illegal exports of groundnuts to neighbour­
ing countries. 
(b) The fall in export figures for this country after 
the years 1974-75 is not due solely to natural 
causes or to the uncertainties of world markets 
but above all to the conclusion of exclusive con­
tracts with foreign-based international compan­
ies. The transfer on which the Commission 
decided in this case essentially represented an 
attempt on its part to put an end to this trouble­
some case. 
6.7. The Court noted during its visit that a Stabex 
correspondent was unable to explain how the export 
statistics were made u p  and that transfers made two 
years previously had not yet been used. The local 
authorities did not really know what to do  with the 
money and thought it preferable to freeze the funds 
and wait until they were certain not to have to 
reconstitute them. 
Remark of the Court on the reply of the Commission 
to paragraph 6.9(a) and (b) 
The Commission has not replied to the comments 
made by the Court. 
6.8. In a second ACP State visited by the Court, 
nine firms of varying legal status act as Stabex cor­
respondents. Five of the firms received 55 % of the 
Stabex transfers paid to the country. Collection of 
statistical data on exports by Stabex correspondents 
and sending them to the Commission has been a 
source of great difficulty and some data are not 
available to the Commission departments. 
6.10. Turning to the reconstitution of resources: 
the New Hebrides (a Franco-British condominium) 
are required to reconstitute an amount of 1 430 863 
EUA of which 1 103 499^EUA refers to a transfer for 
1975 and 327 364 EUA to a transfer for 1976. Only 
the British authorities have reconstituted their 50 % 
of the amount claimed, the French authorities have 
not made any repayment. 
An eiTor in copying figures used in the cross-check­
ing caused an increase in the transfer for 1977 and 
an overpayment of 106.000 EUA to be recovered by 
the Commission. 
6.11. The annual reports on the use of Stabex 
funds to be sent to the Commission by States receiv­
ing Stabex transfers (Article 20 of the Lome Con­
vention) continue to be late in arriving and incom­
plete. 
6.9. In a third ACP State visited by the Court, 
Stabex was functioning satisfactorily for cotton but 
very unsatisfactorily for groundnuts. Supplying 
monthly and annual statistics has been a source of 
6.12. At the close of the operations covered by 
the Lome Convention the Commission should draw 
general conclusions on the overall effect of the Sta­
bex system on the economic development of the 
ACP States. 
i 
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A C P  States receiving Stabex transfers 
( C u m u l a t i v e  figures f o r  years  o f  app l i ca t i on  197:5 t o  1978) 
O C T  or former O C T  receiving Stabex transfers 
(Cumul a t i ve  figures f o r  yea r s  o f  app l i ca t ion  1975 t o  1978) 
(MEUA) (MEUA) 
ACP State For 1978 
Total for 
1975 to 
1978 
% of total 
column 
Senega l  . 6 5 - 1 0  6 5 - 1 0  20 -68  
M a u r i t a n i a  3 3 - 4 0  3 7 - 0 0  11-75 
Nige r  2 2 - 6 5  7 - 2 0  
T a n z a n i a  5 - 4 7  2 0 - 7 0  6 - 5 8  
Benin 4-61  2 0 - 0 2  6 - 3 6  
Ivory C o a s t  15-00 4 - 7 6  
Eth iop ia  14-42  4 - 5 8  
U g a n d a  7-01  13-70  4 - 3 5  
S u d a n  9 - 3 2  11-95 . 3 - 8 0  
Swaz i l and  5 - 4 9  8 - 8 6  2-81  
Guinea -B i s sau  3 - 6 0  8-81  2 - 8 0  
Liberia 7 - 5 9  ' 7 - 5 9  2 -41  
C o n g o  7 3 6  2 - 3 4  
U p p e r  Vol ta  5 - 2 3  7 - 2 6  2-31 
G a b o n  6 - 7 0  2 - 1 3  
Mal i  3 - 8 9  5 - 8 9  1-87 
G h a n a  5 - 1 8  1 65 
C h a d  4 - 6 7  4 - 6 7  1-48  
C a m e r o o n  4 - 0 7  . 1 -29 
Cen t r a l  Af r i can  Re ­
p u b l i c  3 - 0 8  3 - 9 8  1-27 
Sierra L e o n e  3 - 9 7  1 -26 
T o g o  0 - 9 5  3 - 6 2  1-15 
M a d a g a s c a r  2 - 9 0  0 - 9 2  
S a m o a  0 - 7 8  2 - 8 4  0 - 9 0  
G a m b i a  2 - 4 9  2 - 4 9  0 - 7 9  
Fiji  2 - 1 2  0 - 6 7  
Soma l i a  1 9 3  0 -61  
Burund i  1 -49  0 - 4 7  
T o n g a  0 - 2 4  1-15 0 - 3 7  
C a p e  Verde  0 - 4 3  0 - 7 8  0 - 2 5  
R w a n d a  0-61  0 -61  0 - 1 9  
Tota l  A C P  163-96 314-81 100-00 
Tota l  O C T  ( ' )  0 - 2 7  8 - 9 9  x 
G r a n d  total  164-23 323-80( 2 )  
( ' )  Figures  f r o m  fo l lowing  tab le .  
( 2 )  Trans fe r red  b e f o r e  31. 12. 1979: 
T rans fe r red  a f t e r  31. 12. 1979: 
2 9 6 - 6 3  
2 7 - 1 7  
Recipient country 1978 Total 1975 to 1978 % of total 
Kiribati  2 2 8  25  4 0  
S o l o m o n  I s l ands  2 17 2 4  17 
C o m o r o s  0 - 2 2  1 9 0  21 0 8  
N e w  Hebr ides  1 4 3  15 91 
J ibu t i  0 69  7 6 9  
Belize 0 3 4  3 81 
T u v a l u  0 - 0 5  0 18 1 9 4  
To ta l  0 - 2 7  8 - 9 9  100-00  
Breakdown o f  Stabex transfers by commodity 
( C u m u l a t i v e  figures f o r  yea r s  o f  app l i ca t i on  1975 t o  1978) 
(MEUA) 
Tota l  323  • 8 0  
Commodities Total % of total 
G r o u n d n u t s ,  g r o u n d n u t  oil \ 
a n d  o i l cake  > 118 3 6  36-55 
I ron-ore  57 4 2  17-73 
W o o d ,  r ough  a n d  s a w n  3 8  89  12-35 
C o t t o n  32  6 9  10-10 
Sisal 2 0  58  6-36 
C o f f e e  14 5 0  4-48  
Lea ther  a n d  r a w  h ides  8 4 0  2-81 
Pa lm a n d  pa lm-kerne l  oil 7 8 0  2-41 
T e a  5 2 8  1-63 
C o p r a  a n d  c o c o n u t  oil 4 2 8  3-26 
B a n a n a s  2 4 9  0-77 
C o c o a  a n d  c o c o a  p a s t e  1 52  0-47  
C l o v e s  1 14 0-58  
G u m  a rab i c  0 85  0-26  
Pyre thrum 0 61 0-19  
Ylang-y lang  0-05 
T o t a l  314  81 100-00 
S E C T I O N  7 — I N D U S T R I A L  C O O P E R A T I O N  
7 . 1 .  I n  p u r s u i t  o f  i t s  v e r i f i c a t i o n  a n d  a u d i t  re s ­
p o n s i b i l i t i e s  t h e  C o u r t  a l s o  e x a m i n e d  t h e  u s e  m a d e  
o f  t h e  grant  f o r  1 9 7 9  t o  t h e  A C P - E E C  C e n t r e  f o r  
Indus tr ia l  D e v e l o p m e n t  ( C I D )  o u t  o f  t h e  f o u r t h  
E D F .  
7 . 2 .  T h e  t o t a l  a l l o c a t i o n  a v a i l a b l e  f o r  1 9 7 9  w a s  
3 5 6 0  6 0 5  E U A .  T h e  t o t a l  i s  m a d e  u p  o f  a l l o c a t i o n s  
f o r  1 9 7 9  ( 2  7 2 9  4 4 6  E U A )  a n d  c a r r y - o v e r s  f r o m  t h e  
p r e v i o u s  y e a r  ( 8 3 1  1 5 9  E U A  o r  3 5 , %  o f  t h e  b u d g e t  
a m o u n t  f o r  t h a t  y e a r ) .  5 9  % a n d  6 5  % o f  t h e  a l l o c a ­
t i o n  f o r  t h e  y e a r  a n d  t h e  c a r r y - o v e r s  r e s p e c t i v e l y  
w e r e  p a i d  o u t .  P a y m e n t s  o f  3 9 8  2 6 3  E U A  o u t  o f  
a p p r o p r i a t i o n s  f o r  i n t e r v e n t i o n  e x p e n d i t u r e  i n  t h e  
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1979 budget amount to  3 4 %  of the budget appro­
priations. At the final closure of the financial year 
1978 at 31 Decemver 1979 and after the use of the 
carry-overs, appropriations amounting to 285 304 
EUA were cancelled — which represented 12% of 
the corresponding initial budget. The audit found 
that all the unpaid budget appropriations, whether 
committed or not, are carried over t o  the next year. 
The revenue and expenditure account does not 
include receipts. .There is n o  budget heading for mis­
cellaneous receipts, and  those relating to  1977 and 
1978 still await posting. 
7.3. Turning to administration, the Court finds 
that the checking of statements of travel expenses, 
for example, is not strict enough.. , 
In 1979 the C I D  undertook a more thorough exami­
nation of the statements of expenditure submitted 
by certain expert bodies to  justify the use of ad­
vances received under contracts concluded with the 
CID.  In this way inadequately supported expendi­
ture has been rejected. In order to  avoid future dis­
putes with these organizations over expenditure, the 
C I D  has decided to include in contracts a fixed sum 
to cover repayable expenditure. This step may be  
expedient from the administrative point of view 
but is less so from the point of view of sound finan­
cial management or of audit. 
the Community. In accordance with the Financial 
Regulation of 27 July 1976 applicable to the fourth 
European Development Fund ('), balance sheets 
and  revenue and expenditure accounts of the Funds 
drawn u p  as at 31 December 1979 are to be  for­
warded to the Court of Auditors by 31 March 1980. 
This was done on 29 May 1980, and on an unofficial 
basis as in the previous year. At the time of drafting 
this report the documents had not yet been 
approved by the Commission. 
It is regrettable that the Court is obliged to base its 
judgment on accounts which are forwarded very late 
and  are not even final. 
Moreover, the content and presentation of the bal­
ance sheet and revenue and expenditure account of 
the four EDFs d o  not comply with the provisions of 
the financial regualtions applying to them. In fact 
they d o  not adequately show either the balance 
sheet of the E D F  at 31 December 1979 or the 
revenue and expenditure relating to  the year 1979. 
SECTION 8 — ANALYSIS OF THE ACCOUNTS OF 
THE EUROPEAN DEVELOPMENT FUNDS 
P I. The European Development Funds (EDFs) 
continue to be  administered outside the budget of 
The first three European Development Funds 
8.2. • The conventions concerning the first three 
EDFs covered the years 1959 to 1975. Yet the 
accounts for none of the Funds have been closed so 
far. The position is summarized in the following 
table. 
(i) OJ N o  L 229, 20. 8. 1976, p. 9. 
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Evolution o f  the first three European Development Funds 
( C u m u l a t i v e  pos i t i on  a t  31 D e c e m b e r  1979) 
(MEUA) 
1st E D F  2 n d  E D F  3rd E D F  
Total  1959 t o  1964 1964 t o  1970 ' 1970 t o  1975 
A.  Avai lab le  resources :  
Init ial  a pp rop r i a t i ons  581 -25  7 3 0 - 0 0  9 0 5 - 0 0  2 216-2:5 
T r ans f e r  o f  r e m a i n d e r s  
f r o m  1st E D F  
- 1 1 - 5 8  11-15 0 - 4 3  — 
f r o m  2 n d  E D F  — - 6 - 7 5  6 - 7 5  — 
Misce l l aneous  non-a l lo ­
c a t e d  r e v e n u e  t o k e n  
t . en t ry  0 - 0 8  0 - 2 2  0 - 3 0  
T o t a l  (a)  5 6 9 - 6 7  7 3 4 - 4 8  9 1 2 - 4 0  2 2 1 6 - 5 5  
B. Ut i l iza t ion o f  f u n d s :  
F i n a n c i n g  dec is ions  (glo­
ba l  c o m m i t m e n t s )  5 6 9 - 6 4  7 3 3 - 2 4  8 9 4 - 0 6  2 196-94  
C o n t r a c t s  c o n c l u d e d  ( f ina l  
c o m m i t m e n t s ) ,  5 6 9 - 2 9  7 2 9 - 4 4  854-27  2 153 - 0 0  
P a y m e n t s  (b )  5 6 8 - 7 0  7 2 6 - 4 4  801-35  2 0 9 6 - 4 9  
C .  A pprop r i a t i ons  n o t  ye t  
ut i l ized ( a — b )  0 - 9 7  8 - 0 4  111-04 120-06 
8.3. At 31 December 1979 appropriations not  yet 
utilized amounted t o  120-06 M E U A  against 162 06 
M E U A  at the end of the  previous year; 356 projects 
were in progress: 7 under  the first E D F ,  58 under the  
second E D F  a n d  291 under  the third EDF ,  against 
468 at 31 December 1978. 
.New financing decisions under  the second a n d  third 
E D F s  were still being made  in 1979: one  under  the 
second E D F  and  six under  the  third. 
As it has done  for  several years, so far  in vain, the 
Court  can only recommend once more closing cur­
rent projects under  the  first E D F  a n d  ceasing t o  
make  new financing decisions under  the second 
EDF.  
B. The fourth European Development Fund 
8.4. The fourth association convention, known as  
the  Lom6 Convention,  was signed on  28 February 
1975. a n d  came into force o n  1 April 1976..It expired 
on  1 March 1980, 5 years af ter  signature. The asso­
ciation consisted a t  31 December 1979 of the  n ine  
Member States of the  European Community  a n d  58 
States in Africa, the  Caribbean a n d  the  Pacific 
(ACP). 
8.5. The Convention established commercial, 
industrial, financial a n d  technical cooperation 
between the signatories and ,  for  this purpose,  
created,  a European Development Fund  (fourth 
E D F )  with an  original appropriation of 3 000 
M E U A  for  the A C P  States, plus  150 M E U A  for  the  
overseas territories a n d  departments of Member  
States of the European Community .  It is t o  b e  noted 
that, in addition, the  European Investment Bank , 
(EIB) has undertaken t o  provide f rom its own f u n d s  ' 
400 M E U A  in the form of loans, 10 M E U A  of 
which are set aside for  overseas countries a n d  terri­
tories. 
8.6. At the end of 1979 the fourth E D F  appro­
priations for A C P  States h a d  changed as follows in 
consequence o f :  
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— the transfer of former overseas countries and 
territories (OCT) to  the A C P  system: + 58-3 
MEUA, 
— the accession of new ACP States: + 9 - 5  
MEUA. 
In addition French overseas departments were allo­
cated an additional 2 MEUA. 
Allocation of the fourth EDFappropriations at 31 December 1979 according to the Commission 
accounts 
(MEUA) 
ACP OCT Total % 
Grants  2 145-2 . 41 -6 2 186-8 69 
Special loans 445-6 28-1 473-7 15 
Risk capital 97 4 101 3 
Stabex 380 20 400 13 
Appropriations 3 067-8 93-7  3 161-5 100 
The most recent Council Decision (79/309/EEC of 
19 March 1978) provides for a reserve of 12 126 
MEUA for OCT to which is added 2 MEUA for the 
French overseas departments. The total of 14 126 
MEUA was shown in the accounts of the Commis­
sion as 9 -9  MEUA for grants to  the O C T  and 4-2  
MEUA for special loans to  OCT;  there was n o  
Council decision to this effect. 
i 
8.7. The resources administered under the fourth 
E D F  also include interest earned by funds  on 
deposit. Receipts of this nature, to be  allocated to 
ACP States, amounted to  16-7 MEUA at 31 Decem­
ber 1979. 
8.8. New forms of aid appeared with fourth EDF,  
in particular the system intended to stabilize export 
earnings (Stabex), the furtherance of regional coop­
eration (300 MEUA) and microprojects (20 MEUA). 
8.9. For 1979 the volume of operations under­
taken in each category under the fourth E D F  may 
be summarized as follows: 
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Value of operations in 1979 
Type of intervention 
Financing deci­
sions (global com­
mitments) 
Contracts conclud­
ed (final commit­
ments) 
Payments 
Miscellaneous grants 332 270 205 
Exceptional aid 25 21 30 
Interest subsidies 11 11 12 
Special loans 62 83 43 
Risk capital 16 20 12 
Stabex 123 123 118(') 
Total 1979 569 528 420 
Total 1978 564 535 326 
( ' )  3-11 MEUA repaid to  reconstitute Stabex was deducted from the payments in the revenue 
and expenditure accounts. 
At 31 December 1979, two months before expiry of 
the Convention, the utilization of the appropriations 
was as follows: 
Utilization of the fourth EDF at 31 December 1979 
in M E U A  % 
A. Cumulative appropriations 3 161 100 
Amount not yet allocated to 
recipient countries 238 8 
B. Amount allocated to recipient 
countries 2 923 92 
Amount not yet allocated by 
financing decisions 700 22 
Amount allocated by financing 
decisions 2 223 70 
Amount not yet committed by 
contract , 710 22 
Amount committed by contract 1 513 48 
Amount not yet paid 521 17 
C.  Amount paid for  supplies, work 
or services 9 9 2 0  31 
( ' )  3 11 MEUA repaid to  reconstitute Stabex was deduc­
ted from the payments in the revenue and  expenditure 
accounts. 
Although the rate of payments appears to have 
quickened (420 MEUA in 1979 against 326 MEUA 
in 1978), the payments in respect of 20 countries still 
amount to less than 25 % of their allocation, includ­
ing 6 countries which are entitled to special atten­
tion under Article 48 of the Lome Convention. 
8.10. 3 1 1  MEUA repaid to reconstitute the Sta­
bex fund  was deducted from the Stabex payments in 
the revenue and expenditure accounts for the finan­
cial year 1979. This adjustment of receipts against 
payments is contrary to  Article 40 of the Financial 
Regulation. 
8.11. Following the Council Decision of 29 June 
1976 and the Council Agreement of 28 March 1977, 
the appropriation of the fourth E D F  was increased 
by 9-4385 MEUA, which was to  be  paid by the 
European Investment . Bank to  the Commission 
upon request. This payment was to  have been made 
from payments of interest, reimbursement of loans 
upon special conditions and of capital that had 
been granted under the three previous Funds and 
were1 held by the European Investment Bank pend­
ing the Commission's instructions. At 31 December 
1979 these sums amounted to  1 2 1 1  MEUA, but the 
Commission has still not called for  payment. 
8.12. The computerized accounting system' 
urgently needs to  b e  improved in order to reduce the 
constant delay in the preparation of the periodic 
accounts and to  avoid the often serious errors in the 
trial balances. 
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ANNEX I 
Information and statistics relating 
to the general budget of the European Communities 
and 
to the European Development Funds 
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Preliminary remarks 
1. Source of financial data 
The financial data in this Annex have been drawn from the revenue and expenditure accounts ("i) and the bal­
ance-sheets of the European Communities and of the European Development Funds and from other detailed 
financial records provided by the Commission. 
2. Change of monetary unit 
This Annex sets out not only the situation for the year under review, but also a series of historical developments. 
The introduction of the European unit of account (EUA) into the general budget poses certain problems in this 
respect. 1977 was the last year in which the budget was expressed in IMF units of account (u.a.). As from 1978 it 
has been drawn up and executed in EUA. Since these two units are calculated on different bases they are not 
directly comparable. In view of this the statistics on the general budget given here show, without conversion, the 
amounts for the years prior to 1978 in u.a. and those for 1978 and 1979 in EUA. 
The problem has been resolved as follows in respect of the European Development Funds: after the introduction 
of the EUA in the fourth Fund, it was agreed that for the first three Funds, which were originally drawn up in u.a., 
the conversion rate 1 u.a. = 1 EUA would be adopted. The time series of all the Funds can thus be expressed in 
EUA. 
3. Presentation of financial data 
Financial data are expressed in millions of u.a. (until 1977) or in millions of EUA (as from 1978); they have been 
rounded off to 10ths of a million. 
As the figures have been rounded off, the totals shown in the tables do not always correspond to the exact sum 
of the amounts presented, so that slight differences may be found in the additions. 
(1) For the financial year 1979: Revenue and expenditure account and balance-sheet of the budget 1979 (document COM (80) 233) and the 
relevant amendments (document COM (80) 565). 
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4. Abbreviations and symbols 
EC European Community(ies) 
ECSC European Coal and Steel Community 
EEC European Economic Community 
EAEC or Euratom European Atomic Energy Community 
EAGGF European Agricultural Guidance and Guarantee Fund 
GNP Gross national product 
VAT Value added tax 
FC Financial compensation 
DM Deutsche Mark 
FF French franc 
LIT Italian lira 
HFL Guilder 
BFR Belgian franc 
LFR Luxembourg franc 
UKL Pound sterling 
IRL Irish pound 
DKR Danish crown 
u.a. Unit of account 
m.u.a. Millions of units of account 
EUA European unit of account 
MEUA Millions of European units of account 
IMF International Monetary Fund 
EMS European monetary system 
MCA Monetary compensatory amount 
DA Differentiated appropriations 
NDA Non-differentiated appropriations 
CA Commitment appropriations 
PA Payment appropriations 
AFC Appropriations for commitment 
AFP Appropriations for payment 
AC Automatic carry-overs 
NAC Non-automatic carry-overs 
D FR of Germany 
F France 
1 Italy 
NL Netherlands 
B Belgium 
L Luxembourg 
UK United Kingdom 
IRL Ireland 
DK Denmark 
EUR 9 Total of the 9 Member States of the European Communities 
EDF European Development Fund 
AASM Associated African States and Madagascar 
ACP African, Caribbean and Pacific States 
OCT Overseas countries and territories 
OD French overseas departments 
Stabex Stabilization of export earnings 
FR Financial Regulation of 21 December 1977 
OJ Official Journal of the European Communities 
S Budgetary section 
T Budgetary title 
Ch Budgetary chapter 
0,0 
o/o 
Nil 
Data between zero and 0,05 
Percentage 
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Part I: General budget off the European Communities 
1. Background information on the general budget 
Summary 
1.1. Origin of the general budget 
The general budget was created by the merger Treaty (1) (Article 20). It replaced on 1 January 1968 the three separate EC 
budgets, which existed before then: the ECSC estimate of administrative expenditure, the EEC budget and the Euratom ad­
ministrative budget. The Euratom research and investment budget was incorporated in 1971. 
1.2. The legal basis 
The general budget is governed by the financial provisions of the Treaties of Paris (2) (Article 78 ECSC) and Rome (3) (4) 
(Articles 199 to 209 EEC and Articles 171 to 183 Euratom) and by amendments resulting from the merger Treaty (1), the 
Council Decision on own resources (5), the Treaty of Luxembourg (6), the Treaty of Accession (7) and the Treaty of Brus­
sels (8). 
A Financial Regulation (9) governs the details of the establishment and implementation of the budget and of the presentation 
and audit of accounts. The Financial Regulation is supplemented by further specific enactments governing the details of bud­
getary implementation. 
1.3. Main budgetary principles prescribed by the Treaties and the Financial Regulation 
The budget is authorized in advance for one financial year (annuality). The budget presented must be in balance. Budgetary 
revenue is to be used without distinction to finance all expenditure entered in the budget (non-affectation). All items of re­
venue and expenditure of the Community are to be included in the budget (unity). All items of revenue and expenditure are to 
be entered in full in the budget and in the accounts without any adjustment against each other (gross principle). There are 
some exceptions to these general principles. 
1.4. The financing of the budget 
During the period 1968 to 1970 the financing of the general budget was, after allowing for certain other revenue (including 
ECSC contributions), ensured by fixed-key financial contributions of the Member States. 
As from 1 January 1971, pursuant to the Council decision on own resources (5), the fixed-key financial contributions were to 
be replaced progressively by own resources (customs duties, agricultural levies, sugar levies and VAT up to a maximum of 
1 o/o of a uniform EC assessment basis). Until it became possible to apply the uniform VAT basis, financial contributions 
would continue to be paid by the Member States. As from 1975 these financial contributions were to be calculated on the 
basis of the gross national product (GNP) shares of the Member States. In 1979 own resources included VAT for the first 
time. This was paid by Member States other than the FR of Germany, Ireland and Luxembourg, which continued to pay GNP-
financial contributions. 
For the period 1971-77 a system of 'dynamic brakes' limited the year-to-year variation of the total share of each Member 
State (10). 
A special mechanism provided by the Accession Treaty (Article 131) was applied in 1978 and 1979 in order to limit the in­
crease of the shares of the United Kingdom, Ireland and Denmark. This was effected by means of financial compensation 
carried out between the Member States outside the budget. 
1.5. Content and structure of the budget 
The general budget comprises the administrative expenditure of the ECSC and the corresponding revenue, the revenue and 
expenditure of the EEC and the revenue and expenditure of Euratom. 
The budget consists of five separate sections subdivided into statements of (estimated) revenue and expenditure: (I) Parlia­
ment, (II) Council (annexed: Economic and Social Committee), (III) Commission, (IV) Court of Justice, (V) Court of Auditors. 
Within each section, revenue and expenditure are classified under budgetary lines (titles, chapters, articles and items) ac­
cording to their type or the use to which they are to be applied (11). 
(1) Merger  Treaty (8 Apr i l  1965): Treaty establ ishing a Single Counc i l  and  Single Commiss ion  of t h e  European Communi t ies .  
( 2 )  Treaty o f  Paris (18 Apr i l  1951): Treaty establ ishing t he  European Coal and  Stee l  Commun i t y  (ECSC). 
(3) Treaty o f  R o m e  (25 March  1957): Treaty establ ishing t he  European Economic  Commun i ty  (EEC). 
( 4 )  Treaty o f  R o m e  (25 March  1957): Treaty establ ishing t he  European A tom ic  Energy  Commun i ty  (Euratom).  
(5) Counci l  Decis ion 70/243/ECSC, EEC, Eura tom o f  21  Apr i l  1970 o n  t he  rep lacement  of f inancial con t r ibu t ions  f r o m  M e m b e r  States b y  t he  Commun i t y  o w n  
resources  (OJ No  L 94, 28. 4. 1970). 
(6) Treaty o f  Luxembou rg  (22 Apr i l  1970): Treaty amend ing  cer ta in  budgetary  provis ions o f  t he  European Communi t ies '  Treat ies and  o f  t he  merge r  Treaty. 
( 7 )  Treaty o f  Access ion  (22 January 1972): A c t  concern ing  t he  cond i t ions  of access ion and  the  ad jus tments  t o  t h e  Treaties. 
(8) Treaty o f  Brussels  (22 July 1975): Treaty amend ing  cer ta in f inancial provis ions o f  t he  European Communi t ies '  Treat ies a n d  o f  t he  merge r  Treaty. 
(9) Valid f r o m  1 . 1 .  1978: t he  Financial Regulat ion o f  21 .12 .  1977 (OJ No  L 356, 31 .12 .  77), as  amended  b y  Counc i l  regulat ion N o  1252/79 o f  25 June 1979 (OJ 
N o  L 160, 28. 6. 1979). 
(10) See art ic les 3(3) and  4(1) o f  t he  Counci l  Decis ion 70/243 o f  21. 4. 1970 o n  o w n  resources.  
( " )  For t he  presentat ion of th is  annex a specia l  nomencla ture  classifying expendi ture  b y  sectors is a d o p t e d  (see Diagrams Nos  2, 3 and  Tables II, III o f  th is  
annex).  
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1.6. The  t y p e s  of b u d g e t  app rop r ia t i ons  
The fol lowing types o f  appropr iat ions are d is t inguished in t he  budget :  
(a) Differentiated appropriations (DA) are used  t o  f inance multiannual activities in certain sectors.  They compr ise  commit­
ment appropriations and  payment appropriations: 
— commitment approprations (CA) cover,  fo r  t he  current  financial year, the legal obl igat ions t o  b e  entered into fo r  activi­
t ies whose implementat ion extends over several financial years. They are accompanied by  a schedule showing the 
incidence o f  expendi ture planned fo r  the years concerned.  
— payment appropriations (PA) cover expendi ture arising f r o m  commi tments  entered into in the current  f inancial year 
and /o r  preced ing financial years. 
(b) Non-dif ferentiated appropr iat ions (NDA) cover fo r  annual activit ies bo th  commi tments  and  payments in t he  same financial 
year. 
Thus  it is possible t o  establ ish t he  fo l lowing t w o  totals:  
— the tota l  o f  appropriations for commitment (AFC) = non-differentiated appropriations (NDA) 
+ commitment appropriations (CA) (') 
— the  total of appropriations for payment (AFP) = non-differentiated appropriations (NDA) 
+ payment appropriations (PA) ('). 
Revenue raised in the budge t  is t o  cover the appropr iat ions fo r  payment. Commi tment  appropriat ions are no t  f inanced unti l  
t he  corresponding payment appropr iat ions have been  entered in the budget .  
The fol lowing simplif ied scheme (with illustrative amounts)  shows  t he  impact o f  these types of appropriat ions in each budge t  
year: 
Appropriations for commitment:  
A m o u n t s  a l l oca ted  i n  t h e  b u d g e t s  o t  years  
1. 2 .  3 fo r  c o m m i t m e n t s  i n  t h o s e  years.  
Key: 
A p p r o ­
pr ia t ions  
fo r  
c o m m i t m e n t  
(AFC) 
P 
m 
C o m m i t m e n t  
app rop r i a t i ons  
( C A )  
Non-d i f fe ren t ia ted  
app rop r i a t i ons  
( N D A )  
year 1 :  AFC:  150 
year 2 :  AFC:  180 
year J :  AFC:  2 1 5  
IS '•» 
C o m m i t m e n t  
app rop r i a t i ons  (CA)  ' 
of p r io r  years  
Summary  of al l  types of appropriations: 
\ o £ Di f ferent ia ted \ app rop r i a t i ons  \ Q . ®  
< 
(DA)  o 
\ o 
\ °- I t  
< 0.  
U .  
\ ® — c 
c O 
c 
o 
c l  
o -
\ II I I  I o • .  2 • s  f l  § 5  ( 0  « I I  
s \ | S  Z a E Q . <  • S S y  S Si 
a" 
< 2 2° 
to \ (1) (3) (1) • (2) (1)*(3) 
y e a r  1 100 50 27 150 127 
y e a r  2 120 60 38  180 158 
y e a r  3 150 6 5  7 5  215 225 
Financial schedule: 
T h i s  s h o w s  in w h i c h  year  e a c h  pa r t  o f  t h e  A F C  al located fo r  
years  1. 2 .  3 i s  t o  b e  f inanced:  N D A  a r e  f i nanced  i n  t h e  year  t o  
w h i c h  they are a l located:  t h e  C A  a r e  f i n a n c e d  i n  t ranches  o v e r  
severa l  years.  
A m o u n t s  ( t ranches)  f i nanced  In :  
year 1 
T 
I 
100 10 
year  2 
T 
I 
1 5  
I 
1 2 0  12 
year  3 
I 
I 
2 0  
I 
3 0  
0 1  
i p  | ' 6  
i 
1 
1 
I 
49 
T h e  ver t i ca l  to ta ls  o f  t h i s  schedu le  ind ica te  fo r  each  year  t h e  
appropriations for payment (AFP)  w h i c h  a r e  necessary t o  
f i nance  t h e  lega l  ob l iga t ions  resu l t ing  fo r  t h i s  year  f r o m  t h e  AFC 
a l located.  For each  year  t he re  a r e  AFP - N D A  • payment 
appropriations (PA) ,  t h e  P A  of t h e  year  be ing  t h e  to ta l  of a l l  
t r anches  of C A  t o  b e  f i nanced  i n  tha t  year .  
W V w 
Appropriations for payment: 
year  1 year  2 
PA 
38 » (  i H  
N 
CM ) 
0 .  J 
< (  
year  3 
PA. 
75 
§ *  
Key: 
A p p r o p -
r ia t ions 
fo r  
p a y m e n t  
(AFP)  (• 
Payment  appropr ia t i ons  
(PA)  
Non-d i f fe ren t ia ted  
appropr ia t i ons  (NDA)  
(1) Note It is important t o  note  the di f ferences between  appropriations for commitment and  commitment appropriations and between  appropriations for 
payment and  payment appropriations The two  te rms  commitment appropriations and  payment appropriations are used exclusively in the context  of differ­
entiated appropriations 
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1.7. The monetary unit 
Until 1977 the budget was established and implemented in IMF units of account (u. a.): 1 u. a. = 0,88867088 g gold ( =  1 US 
dollar between 1934 and 1972). 
From 1978 the budget is established and implemented in European units of account (EUA); 1 EUA corresponds to the total of 
the following amounts of the currencies of the EC Member States: 
0,828 DM + 0,0885 UKL + 1,15 FF + 109 LIT + 0,286 HFL + 3,66 BFR + 0,14 LFR + 0,217 DKR + 0,00759 IRL. 
1.8. The establishment of the budget 
For each financial year (running from 1 January to 31 December) each Institution, before 1 July of the year preceding that in 
which the budget is to be implemented, draws up estimates of its expenditure. The Commission enters these estimates in a 
preliminary draft budget, and, not later than 1 September of the same year, places this before the Council, which, with Parlia­
ment, constitutes the budgetary authority. The Council establishes the draft budget and forwards it to Parliament not later 
than 5 October of the same year. Parliament can propose modifications to the draft budget for obligatory expenditure (1) and 
make amendments for non-obligatory expenditure (2); these modifications and amendments are submitted to the Council. 
For obligatory expenditure the Council acts as the last instance. For non-obligatory expenditure Parliament may, within the 
limits of a maximum rate of increase, exercise its right of amendment as last instance. The President of Parliament declares 
that the budget has been finally adopted. However, Parliament may reject the draft budget and ask for a new draft to be 
submitted (3). 
If at the beginning of a financial year the budget has not been voted, particular provisions of the Treaties and the Financial 
Regulation relating to the authorization of expenditure are to be applied (4). 
Amending budgets (which do not alter the total amount of the annual budget) or supplementary budgets (which alter the total 
amount) can be adopted by the budgetary authority according to the same general procedure as the annual budget (5). 
The final budgetary allocation to a specific budgetary line can be modified by transfers (6) (virements) from other budgetary 
lines. 
1.9. Implementation of the budget 
1.9.1. Responsibility for implementation 
The Commission implements the budget on its own responsibility in accordance with the Financial Regulation and within the 
limits of the appropriations allotted. The Commission confers upon the other Institutions the requisite powers for the imple- -
mentation of the sections of the budget relating to them. 
1.9.2. Implementation of revenue 
This consists of establishing the entitlements and recovering the revenue due to the Communities (own resources and other 
revenue). 
1.9.3. Implementation of expenditure 
(a) Appropriations for commitment. 
— The appropriations for commitment allocated in the initial budget can undergo certain modifications until the final ap­
propriations for commitment to be implemented are obtained: 
Final appropriations for commitment = initial budget (NDA and CA) ± supplementary and amending budgets (5) + 
supplementary receipts (7) ± transfers (6) + remaining commitment appropriations from the preceding financial 
year (8) + non-automatic carry-overs (9) from the preceding financial year (uncommitted NDA) + released commit­
ment appropriations from preceding financial years. 
— The final appropriations for commitment are available in the financial year for use in the form of commitments entered 
into. 
— Non-utilization in year: Non-differentiated appropriations, which have not been committed, may be carried over non-
automatically to the next financial year (9). Unutilized commitment appropriations (remaining at the close of the finan­
cial year) remain availableior the next financial year (8). 
— Appropriations which are not to be utilized are cancelled. 
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(b) Appropriations for payment of the financial year. 
— These, like the appropriations for commitment, undergo modifications leading to the final appropriations for payment: 
Final appropriations for payment = initial budget (NDA and PA) ± supplementary and amending budgets (5) + sup­
plementary receipts (7) ± transfers (6). 
— The final appropriations for payment are available in the financial year for use as payments. 
— Non-utilization in year: Appropriations not paid may be carried over to the next financial year in the form of auto­
matic (10) or non-automatic (9) carry-overs. 
— Appropriations which are not to be utilized are cancelled. 
(c) Appropriations for payment carried over from the preceding financial year (automatic and non-automatic carry-overs). 
— In each financial year these appropriations (after possible tranfers) are also available for use as payments C1). 
— Appropriations remaining unpaid after carry-over are cancelled,except in certain cases where carry-overs can be re­
peated (12). 
1.9.4. The revenue and expenditure account and the balance of the financial year 
After the closure of each financial year the revenue and expenditure account is drawn up and the balance of the year, which is 
to be carried forward and entered in the budget of the next financial year, is determined (13). 
1.10. Presenting the accounts 
Not later than 1 June of the year following the financial year, the Commission forwards to Parliament, Council and the Court of 
Auditors the accounts showing the implementation of the budget; the accounts include the revenue and expenditure account 
and the balance sheet and must be accompanied by an analysis of the financial management (14). 
1.11. External audit 
Before 1977 the external audit was ensured by the Audit Board of the European Communities. 
As from 1977 the external audit of the general budget is carried out by the Court of Auditors C^5). The Court of Auditors 
examines the accounts of revenue and expenditure of the general budget and considers whether revenue has been received 
and expenditure incurred in a lawful and regular manner and whether the financial management has been sound. The audits 
may be carried out before the dose of the financial year in question. The audits may be performed on the spot in the Institu­
tions and in the Member States. The results of the Court's examinations are set out in an annual report and in specific obser­
vations and opinions. 
1.12. Discharge and follow up 
As from 1977 the following provisions are applicable (16): Parliament, on the recommendation of the Council, gives, before 
30 April of the second year following the financial year in question, discharge to the Commission on the implementation of the 
budget. To this end the Council and Parliament in turn examine the accounts presented by the Commission and the annual 
report of the Court of Auditors. 
The Institutions must take appropriate action on the comments appearing in the decisions giving discharge and give an ac­
count of the measures taken C1?). 
( 1 )  Obl igatory expendi ture  is that resul t ing necessari ly f r o m  the  Treat ies o r  f r o m  ac ts  adop ted  in accordance w i t h  t hem.  
( 2 )  Other  than obl igatory expendi ture.  
(3) For detai ls concern ing  t h e  budgetary  p rocedure  see  Art ic les 78  of t he  ECSC Treaty, 203 o f  t he  EEC Treaty and  177 of t he  Eura tom Treaty. 
( 4 )  See Art ic le 8 o f  t he  Financial Regulat ion. 
(5) See Ar t ic le  1 (5) of t he  Financial Regulat ion. 
(6) See Ar t ic le  21  o f  t he  Financial Regulat ion. 
( 7 )  See Ar t ic le  87 o f  t he  Financial Regulat ion and  Ar t ic le  91  (2) o f  t h e  mod i f ied  Financial Regulat ion. 
(0) See Art ic les 6 (2) (a) and  88  (3) o f  t h e  Financial Regulat ion. 
(9) See Ar t ic le  6 (1) (b) o f  t h e  Financial Regulat ion. 
(10) See Ar t ic les  6 (1) (c), 6 (2) (b) and  88 (4) o f  t he  Financial Regulat ion. 
(11) In t he  fo l lowing tab les a n d  diagrams t h e  tota l  o f  t h e  payments  against appropr iat ions f o r  payment  o f  t h e  f inancial year p lus t he  payments against t he  
appropr ia t ions f o r  payment  car r ied over  f r o m  t h e  p reced ing  f inancial year are cal led  annual payments. 
( 1 2 )  See Art ic le 108 (3) (a) and  108 (3) (b) o f  t h e  Financial Regulat ion. 
(13) See Art ic le 27 o f  t he  Financial Regulat ion and  Ar t ic le  15 o f  t he  Counci l  Regulat ion (ECSC, EEC, Euratom) N o  2891/77 (OJ No  L 3 3 6 ,  27 .12 .  1977). The 
calculat ion o f  t he  balance o f  1979 is i l lustrated in d iagram N o  7 o f  th is  annex.  
(14) s e e  Ar t ic les  73  t o  77 of t he  Financial Regulat ion. 
( i s )  See Ar t ic les  78  (e, f) of t he  ECSC Treaty, 206 and  206 (a) o f  t he  EEC Treaty, 180 and  180 (a) o f  t h e  Eura tom Treaty and  Art ic les 78 t o  84  of t he  Financial 
Regulat ion. 
(16) See Art ic les 78 (g) o f  t he  ECSC Treaty, 206 (b) o f  t he  EEC Treaty, 180 (b) o f  t he  Euratom Treaty. 
( 1 7 )  See Ar t ic le  85 o f  t he  Financial Regulat ion. 
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Diagram No 1 
2 .  G e n e r a l  b u d g e t  1 9 7 9 :  e s t i m a t e d  r e v e n u e  
(after supp lementary  and  amend ing  budgets:  see also Tab le  I) 
1 640,6 
MEUA 
( 1 1 . 5 % )  
To ta l  
es t imated 
revenue:  
14 447,0 
M E U A  
Other revenue. 
Surp lus  f r o m  1978 
ECSC cont r ibu t ion  
41.6 MEUA 
K e y :  
| Total  o w n  resources (by Member  State) 
8 [ '  
Cus toms dut ies  
Agr icul tura l  levies § 'fm 
I S  
Sugar  levies 
V A T  
r~ 
Financial cont r ibut ions (GNP) 
Other  revenue 
D - FR of Germany  L - Luxembou rg  
F = France UK = Uni ted K i n g d o m  
1 •= Italy IRL - I re land 
N L  = Nether lands DK = Denmark  
B =- Be lg ium 
Sugar  levies: 
459,8 MEUA (3,2 % )  
Agr icul tura l  levies: 
1 706,0 MEUA (11 ,8%)  
Financial cont r ibut ions (GNP):  
2 299,7 MEUA (15 ,9%)  
(Ar t .  20  o t  the  merger  
Treaty) 5,0 MEUA 
— Contr ibut ion of the  
M e m b e r  States t o  sup ­
p lementary Eura tom 
p r o g r a m m e s  10,9 MEUA 
— Deduct ions f r o m  staff 
remunera t ion  111,8 MEUA 
— Miscel laneous revenue 27.1 MEUA 
VAT (0.7889 % o f  t h e  
un i fo rm EC assessment 
basis): 
4 739,6 MEUA 
(32,8 % )  
^ o 
0) <t> 
— in Cus toms dut ies: 
5 045,5 MEUA ( 3 4 . 9 % )  
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Diagram No 2 
3. General budget 1979: est imated expenditure — appropriat ions for payment 
(after supp lementary  and  amend ing  budgets:  see Tab le  III. c o l u m n  2) 
10. Provisional appropr ia t ions  a n d  cont ingency reserve: 333.5 M E U A  (2,3 %) 
( inc lud ing N D A  259,5 MEUA)  
9. Reimbursements  t o  M e m b e r  States: 721,1 MEUA (5,0 % )  
8 Other sectors: 64,9 MEUA (0.4 % )  ( inc lud ing N D A  39,6 MEUA) 
7. Cooperat ion with develop ing countr ies:  494.9 MEUA (3.4 •/«) ( inc lud ing NDA 306,7 MEUA)  
6 .  Research, investment,  energy: 246,9 MEUA (1,7 %) 
5. Regional Fund: 499.0 MEUA (3,5 % )  
_ 4 .  Social  Fund: 502.5 MEUA (3,5 % )  
3 .  EAGGF-guldance:  319,6 MEUA (2,2 % )  
2.10. Agr i -monetary  measures: 770.4 MEUA (5.3 % )  
2.9. Other  markets :  434,9 MEUA (3.0 % )  
2.8. Tobacco:  212,0 MEUA ( 1 . 5 % )  
2.7. Wine:  94.4 MEUA (0.7 %) 
2.6 Fruit a n d  vegetables: 416,5 MEUA (2,9 % )  
2.5. Beef a n d  veal,  p igmeat:  803,2 MEUA (5,5 % )  
Total  
es t imated 
expendi ture.  
Appropr ia t i ons  
for payment :  
14 447,0 ( ' )  
MEUA 
S u m  of non-d i f ferent ia ted 
appropr ia t ions 
(12 591,5 MEUA)  
and  payment  
appropr ia t ions 
(1 855.5 MEUA)  
2.4 Sugar:  1 004.6 MEUA (6,9 %) 
2.3. Oi ls  a n d  fats: 592.9 MEUA (4,1 % )  
•»- 2.2. Mi lk products:  4 459,6 MEUA (30,9 %) 
2.1. Cereals  a n d  r ice: 1 615,6 M E U A ( 1 1 , 2 % )  
* -  1. Admin is t ra t ion  (al l  Institutions): 860,5 MEUA (6,0 % )  
Other Institutions: 279,3 MEUA 1.9 % )  
— Parl iament:  144,2 MEUA 
— Counci l :  102,8 MEUA 
— Cour t  of Justice: 19,6 MEUA 
— Cour t  of Audi tors :  12,7 MEUA 
Key: 
Non-di f ferent iated appropr ia t ions (NDA) 
• 
Sectors w i th  di f ferent iated appropr i ­
ations: payment  appropr ia t ions 
Appropr ia t ions  avai lable t o  t h e  
Commiss ion 
Appropr ia t ions  avai lable t o  the  other  
Inst i tut ions 
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Diagram No 3 
4 .  G e n e r a l  b u d g e t  1 9 7 9 :  a p p r o p r i a t i o n s  f o r  c o m m i t m e n t  
(after supp lementary  a n d  amend ing  budgets ;  see Tab le  II, c o l u m n  2 )  
O 
| |  
n 
1. A d m i n i s t r a t i o n  (all Ins t i tu t ions) :  860 .5  M E U A  (5 ,6  % )  
( f o r  t h e  b r e a k d o w n  o t  t h e s e  a p p r o p r i a t i o n s  b y  ins t i tu t ions  
s e e  D i a g r a m  N o  2 )  Key: 
Non-d i f f e ren t i a ted  a p p r o p r i a t i o n s  
I I (NDA)  
I | Sec to rs  w i t h  d i f fe ren t ia ted  a p p r o p r i ­I a t ions :  c o m m i t m e n t  a p p r o p r i a t i o n s  
Note:  Fo r  t h e  s e c t o r s  t o  w h i c h  d i f f e ren t i a ted  a p p r o p r i a t i o n s  a r e  
a l loca ted ,  t h i s  d i a g r a m  s h o w s  t h e  a m o u n t s  o f  t h e  commitment  
appropriations  ra ther  t h a n  t h e  p a y m e n t  a p p r o p r i a t i o n s  s h o w n  
i n  D iag ram  N o  2, the  a m o u n t s  o f  t h e  non-differentiated appropri­
ations  a n d  the i r  d i a g r a m m a t i c a l  p resen ta t i on  b e i n g  t h e  s a m e  
T h e  total  appropriations for commitment  a r e  not  balanced by 
budgetary revenue of 1979,  a s  t h e  c o m m i t m e n t  a p p r o p r i a t i o n s  
i n c l u d e  a l so  a m o u n t s  t o  b e  f i n a n c e d  by  b u d g e t a r y  revenue  o f  
s u b s e q u e n t  yea rs  (see  p a r a g r a p h  1.6.). 
\ 
Total 
appropriations 
for 
commitment :  
15 423,2 ( ' )  
MEUA 
( ' ) S u m  o f  non -d i f f e ren t i a ted  
a p p r o p r i a t i o n s  ( 1 2  591,5  M E U A )  
a n d  c o m m i t m e n t  a p p r o p r i a t i o n s  
( 2  831 ,7  M E U A )  
2 .  EAGGF-gua ran tee :  10 404,1  M E U A  (67,4 % )  
( for  t h e  b r e a k d o w n  o f  t h e s e  a p p r o p r i a t i o n s  
b y  m a r k e t s  s e e  D i a g r a m  N o  2 )  
10. 
9. 
8 .  
. 7.  
- 6 .  
5 .  
4 
3. 
P rov is iona l  a p p r o p r i a t i o n s  a n d  c o n t i n g e n c y  reserve :  420 ,9  M E U A  (2 ,7  % )  
( i n c l u d i n g  N D A  259,5  M E U A )  
R e i m b u r s e m e n t s  t o  M e m b e r  Sta tes:  721,1  M E U A  (4 ,7  % )  
O t h e r  sec to rs :  88 ,2  M E U A  (0 ,6  % )  ( i n c l u d i n g  N D A  39 ,6  M E U A )  
C o o p e r a t i o n  w i th  d e v e l o p i n g  coun t r ies :  644 .8  M E U A  (4,2 % )  ( i n c l u d i n g  N D A  306.7  M E U A )  
Research ,  i nves tmen t ,  e n e r g y :  199,4 M E U A  (1 ,3  % )  
Reg iona l  F u n d :  9 4 5 , 0  M E U A  (6,1 % )  
S o c i a l  F u n d :  695.5  M E U A  (4,5  % )  
EAGGF-gu idance :  4 4 3 , 7  M E U A  (2 ,9  % )  
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Table I 
5. Estimated and actual revenue in 1979 
A. Summary of revenue 
Estimated revenue of the 1979 budget Actual revenue in 1979 (after supplementary and amending budgets) 
MEUA % MEUA % 
,1. Own resources 14 250,6 98,6 14 372,4 98,4 
— Customs duties 5 045,5 34,9 5 189,1 35,5 
— Agricultural levies 1 706,0 11,8 1 678,6 11,5 
— Sugar levies 459,8 3,2 464,9 3,2 
— VAT (0,7889 % of the uniform 
assessment basis) 4 739,6 32,8 4 737,7 32,4 
— Financial contributions (GNP) 2 299,7 15,9 2 302,1 15,8 
2. Other revenue 196,4 1,4 230,2 1,6 
— Surplus from 1978 41,6 41,6 
— ECSC contribution 
(Art. 20 of the merger Treaty) 5,0 5,0 
— Contribution of the Member States to 
supplementary Euratom programmes 10,9 10,9 
— Deductions from staff remuneration 111,8 107,9 
— Miscellaneous revenue 27,1 64,8 
Total revenue 14 447,0 100 14 602,7 100 
B. Estimated own resources of the 1979 budget by Member State 
(after supp lementary  a n d  amend ing  budgets)  
(MEUA) 
Member State 
Resource 
FR of 
Germany France Italy 
Nether­
lands Belgium 
Luxem­
bourg 
United 
Kingdom Ireland Denmark EUR 9 
Total estimated own 
resources 
4 257,3 
(29,9 %) 
2 707,0 
(19,0%) 
1 640,6 
(11.5 %) 
1 288,6 
(9,0 %) 
887,4 
(6,2 %) 
18,9 
(0,1 %) 
2 988,7 
(21,0%) 
111,3 
(0,8 %) 
350,8 
(2,5 %) 
14 250,6 
(100%) 
C .  Actual own resources by Member State 
(MEUA) 
Member State 
Resource ~~~~~~~ 
FR of 
Germany France Italy 
Nether­
lands Belgium 
Luxem­
bourg 
United 
Kingdom Ireland Denmark EUR 9 
Customs duties 1 586,6 754,2 497,2 485,6 335,7 3,8 1 344,6 57,1 124,3 5 189,1 
Agricultural levies 263,7 96,5 410,6 313,2 229,7 0,1 353,2 3,6 8,0 1 678,6 
Sugar levies 146,3 152,3 45,9 37,8 30,9 — 26,1 4,6 21,1 464,9 
VAT — 1 720,4 747,7 453,6 329,6 — 1 302,6 — 183,9 4 737,7 
Financial contributions (GNP) 2 245,6 
— 
— 
— — 
14,9 
— 
41,6 — 2 302,1 
Total actual own 
resources 
4 242,2 
(29,5 %) 
2 723,5 
(19,0 %) 
1 701,4 
(11,8 %) 
1 290,2 
(9,0 %) 
925,8 
(6,4 %) 
18,8 
(0,1 %) 
3 026,4 
(21,1 %) 
106,9 
(0,7 %) 
337,4 
(2,4 %) 
14 372,4 
(100%) 
Financial compensation (') + 165,1 + 163,0 + 91,9 + 53,9 + 40,7 + 0,6 - 512,9 - 2,2 — — 
Actual shares after financial 4 407,2 2 886,5 1 793,2 1 344,1 966,5 19,4 2 513,5 104,6 337,4 14 372,4 
compensation (30,7 %) (20,1 %) (12,5 %) (9,3 %) (6,7 %) (0,1 %) (17,5 %) (0,7 %) (2,4 %) (100%) 
(1 )  Extra-budgetary financial compensat ion between Member States (Article 131 of the Act  of Accession). 
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6. Appropriations for commitment available in 1979 and their utilization 
(MEUA) 
Utilization of 
appropriat ions 
Sector 
(the corresponding n .  
lines in the general budget 
are shown in brackets: 
section (S), title (T), 
chapter (Ch)) 
Ty
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Carry-overs to 1980 
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(1) (2) (3) (4) (5) (6) 
(7)= 
(5)+(6) 
(8)= 
(3)-(4)-(7) 
1. A d m i n i s t r a t i o n  (a l l  I n s t i t u t i o n s )  
1.1.  C o m m i s s i o n  ( S  III: T 1  a n d  2 )  
1.2.  P a r l i a m e n t  ( S  I) 
1.3.  C o u n c i l  ( S  II) 
1.4.  C o u r t  o f  J u s t i c e  ( S  IV)  
1.5. C o u r t  o f  A u d i t o r s  ( S  V )  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
8 6 0 , 5  
5 8 1 , 2  
1 4 4 , 2  
1 0 2 , 8  
1 9 . 6  
12 .7  
8 6 2 . 7  
5 8 3 , 4  
1 4 4 , 2  
1 0 2 . 8  
1 9 . 6  
12 .7  
7 8 1 . 7  
5 5 5 , 1  
1 1 2 . 8  
8 7 , 3  
1 6 , 9  
9 , 6  
3 , 2  — 3 , 2  
0 , 1  — 0 , 1  
2 , 7  — 2 , 7  
0 , 4  — 0 , 4  
7 7 , 8  
2 8 , 2  
2 8 , 7  
15 ,1  
2 , 7  
3 , 1  
2 .  E A G G F - g u a r a n t e e  
( S  III: T 6 a n d  7 ,  C h  8 8 )  
2 .1 .  C e r e a l s  a n d  r i c e  ( C h  6 0 ,  6 1 )  
2 .2 .  M i l k  p r o d u c t s  ( C h  6 2 )  
2 .3 .  O i l s  a n d  f a t s  ( C h  6 3 )  
2 .4 .  S u g a r  ( C h  6 4 )  
2 .5 .  B e e f  a n d  v e a l ,  p i g m e a t  
( C h  6 5 ,  6 6 )  
2 .6 .  F r u i t  a n d  v e g e t a b l e s  ( C h  6 8 )  
2 .7 .  W i n e  ( C h  6 9 )  
2 .8 .  T o b a c c o  ( C h  7 0 )  
2 .9 .  O t h e r  m a r k e t s  
( C h  6 7 ,  7 3 ,  7 4 ,  8 8 )  
2 .10 .  A g r i - m o n e t a r y  m e a s u r e s  
( C h  7 5 ,  7 8 )  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
N D A  
1 0  4 0 4 , 1  
1 6 1 5 , 6  
4 4 5 9 , 6  
5 9 2 , 9  
1 0 0 4 , 6  
8 0 3 , 2  
4 1 6 , 5  
9 4 , 4  
2 1 2 , 0  
4 3 4 , 9  
7 7 0 , 4  
1 0  4 0 4 , 1  
1 6 0 8 , 3  
4 4 9 1 , 0  
6 0 6 . 3  
9 3 9 . 8  
8 5 2 , 1  
4 4 1 , 5  
6 1 , 3  
2 2 5 , 5  
4 6 8 . 9  
7 0 9 . 4  
1 0  4 0 4 , 1  
1 6 0 8 , 3  
4 4 9 1 , 0  
6 0 6 . 3  
9 3 9 . 8  
8 5 2 , 1  
4 4 1 , 5  
6 1 , 3  
2 2 5 , 5  
4 6 8 . 9  
7 0 9 . 4  
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
I
 
— 
3 .  E A G G F - g u i d a n c e  ( S  III: C h  8 0  t o  8 6 )  C A  4 4 3 , 7  6 6 5 , 9  ( ' )  4 6 0 , 3  (<) — 1 8 2 , 4  1 8 2 , 4  2 3 , 2  
4 .  S o c i a l  F u n d  ( S  III: C h  5 0  t o  5 3 )  C A  6 9 5 , 5  8 2 3 , 9  7 7 4 , 5  — 4 9 , 3  4 9 , 3  — 
5 .  R e g i o n a l  F u n d  ( S  III: C h  5 5 ,  5 6 )  C A  9 4 5 , 0  1 0 1 0 , 3  9 6 2 , 1  — 4 8 , 2  4 8 , 2  — 
6 .  R e s e a r c h ,  i n v e s t m e n t ,  e n e r g y  
( S  III: C h  3 2 ,  3 3 )  
6 .1 .  R e s e a r c h  a n d  i n v e s t m . ( C h  3 3 )  
6 .2 .  E n e r g y  ( C h  3 2 )  
N D A + C A  
C A  
N D A  
C A  
1 9 9 , 4  
1 4 2 , 4  
5 7 , 0  
4 5 4 , 4  
3 3 0 , 6  ( 4 )  
1 ,0  
1 2 2 , 9  
3 1 7 , 8  
2 4 8 , 5  
1 ,0  
6 8 , 3  
— 1 1 1 , 8  1 1 1 , 8  
— 7 8 , 7  7 8 , 7  
— 3 3 , 1  3 3 , 1  
2 4 , 9  
3 , 4  
0 , 0  
2 1 , 5  
7 .  C o o p e r a t i o n  w i t h  d e v e l o p i n g  
c o u n t r i e s  ( S  III: T 9 )  
7 .1 .  F o o d  a i d  ( C h  9 2 )  
7 .2 .  F i n a n c i a l  a i d  ( C h  9 3  t o  9 6 )  
N D A + C A  
N D A  
N D A  
C A  
6 4 4 , 8  
2 8 7 , 3  
19 ,4  
3 3 8 , 1  
9 2 9 . 4  
2 9 6 , 0  
5 7 , 9  
5 7 5 . 5  
6 9 1 , 1  
2 9 6 , 0  
5 1 , 1  
3 4 4 , 0  
4 , 0  1 8 4 , 1  1 8 8 , 1  
4 , 0  — 4 , 0  
— 184 ,1  184 ,1  
5 0 , 2  
2 , 8  
4 7 , 4  
8 .  O t h e r  s e c t o r s  
( S  III: C h  3 0 ,  3 1 ,  3 4 ,  3 5 ,  3 6 ,  3 7 ,  3 9 ,  
4 7 .  5 8 ,  5 9 ,  8 7 ,  8 9 )  
N D A + C A  
N D A  
C A  
8 8 , 2  
3 9 , 6  
4 8 , 6  
1 6 5 , 2  
5 0 , 6  
1 1 4 , 6  
8 2 , 8  
4 3 , 5  
3 9 , 3  
2 , 8  5 5 , 2  5 8 , 0  
2 , 8  — 2 , 8  
— 5 5 , 2  5 5 , 2  
2 4 , 4  
4 , 3  
2 0 , 1  
9 .  R e i m b u r s e m e n t s  t o  M e m b e r  S t a t e s  
( S  III: C h  4 0 ,  5 7 )  
9 .1 .  1 0  % o f  o w n  r e s o u r c e s  ( C h  4 0 )  
9 .2 .  S u b s i d i e s  a n d  c o m p e n s a t i o n s  
E M S  ( C h  5 7 )  
N D A  
N D A  
N D A  
7 2 1 , 1  
7 2 1 , 1  
9 6 6 , 5  
7 2 1 , 1  
2 4 5 , 4  
9 6 6 , 5  
7 2 1 , 1  
2 4 5 , 4  
— — — 
— 
10.  P r o v i s i o n a l  a p p r o p r i a t i o n s  a n d  
c o n t i n g e n c y  r e s e r v e  ( S  III: T 10)  
N D A + C A  
N D A  
C A  
4 2 0 , 9  
2 5 9 , 5  
161 ,4  
4 6 , 4  
8 , 2  
3 8 , 2  — — — — 
4 6 , 4  
8 , 2  
3 8 , 2  
T o t a l  
N o n - d i f f e r e n t ,  a p p r o p r i a t i o n s  
C o m m i t m e n t  a p p r o p r i a t i o n s  
A p p r o p r i a t i o n s  f o r  c o m m i t m e n t  
N D A  
C A  
N D A + C A  
1 2  5 9 1 , 5  
2 8 3 1 , 7  
1 5  4 2 3 , 2  
1 2  6 4 7 , 0  ( 2 )  
3 6 8 1 , 8  
1 6  3 2 8 , 8  ( 4 )  
1 2  5 4 3 , 9  ( 3 )  
2 8 9 7 , 0  
1 5  4 4 0 , 9  
9 , 9  — 9 , 9  
— 6 3 0 , 9  6 3 0 , 9  
9 , 9  6 3 0 , 9  6 4 0 , 8  
9 3 , 2  
1 5 3 , 9  
2 4 7 , 1  
(1 )  Excluding an amount o f  44,9 MEUA represent ing the re-uti l ization of amounts released in accordance wi th  Counci l  Regulation (EEC) No 3171/75; this 
amount is included in Table III, Appropr iat ions carr ied over f rom 1978'. 
(2) Excluding non-automatic carry-overs f r o m  1978 wh ich  are also available fo r  commitments.  
(3) Excluding the commi tments  entered into against non-automatic carry-overs f r om  1978. 
(<) Including 14,1 MEUA represent ing supplementary receipts received in respect  of services per formed o n  behalf of outside bodies. 
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 7 .  Appropriations for payment available in 1979 and their utilization 
(MEUA) 
\ Utilization of 
\ appropriat ions 
Sector \ 
(for the \ 
corresponding \ 
budgetary lines \ 
see Table II) \ T
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A. Appropriations for payment 
of the 1979 budget 
B. Appropriations for payment 
carried over from 1978 
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(1) (2) (3) (4) (5) (6) (7)= (5)+<6) 
(8)= 
(3)-(4) 
-(7) (9) (10) (11) 
(12)= 
(9)-(10> 
-(11) 
(13)= 
(4)+(10) 
1. Administrat ion 
(all Institutions) 
1.1. Commission 
1.2. Parliament 
1.3. Counci l  
1.4. Court of Justice 
1.5. Court  of Audi tors 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
860,5 
581,2 
144,2 
102,8 
19.6 
12.7 
862.7 
583,4 
144,2 
102.8 
19.6 
12.7 
727,2 
524,0 
98.7 
79.8 
15,7 
9,0 
54,6 3,2 57,7 
31,1 0,1 31,2 
14,1 2,7 16,8 
7,5 0,4 7,9 
1,2 — 1,2 
0,6 — 0,6 
77,8 
28,2 
28,7 
15,1 
2,7 
3,1 
53,9 
29,8 
14,5 
8,5 
0,7 
0,3 
45.8 
27.9 
10,4 
6,7 
0,6 
0,2 
— 
8,1 
1,9 
4,2 
1,9 
0,1 
0,1 
772,9 
551,9 
109,0 
86,5 
16,3 
9,2 
2. EAGGF-guarantee 
2.1. Cereals and 
rice 
2.2. Milk 
products 
2.3. Oils and fats 
2.4. Sugar 
2.5. Beef and veal, 
pigmeat 
2.6. Fruit and 
vegetables 
2.7. Wine 
2.8. Tobacco 
2.9. Other markets 
2.10. Agri-monetary 
measures 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
NDA 
10 404,1 
1 615,6 
4 459,6 
592,9 
1 004,6 
803,2 
416,5 
94,4 
212,0 
434,9 
770,4 
10 404,1 
1 608,3 
4 491,0 
606.3 
939.8 
852,1 
441,5 
61,3 
225,5 
468.9 
709.4 
10 404,1 
1 608,3 
4 491,0 
606.3 
939.8 
852,1 
441,5 
61,3 
225,5 
468.9 
709.4 
— - _ 
— 
30,4 
30,4 
30,4 
30,4 
-
— 
10 434,5 
1 608,3 
4 521,4 O 
606.3 
939.8 
852,1 
441,5 
61,3 
225,5 
468.9 
709.4 
3. EAGGF-guidance NDA+PA 
NDA 
PA 
319,6 
319,6 
304,2 
304,2 
91,2 
91,2 
213,0 — 213,0 
213,0 — 213,0 
— 
858.6 
571,9 
286.7 
312.2 
128.3 
183,9 
435,4 
435,4 
111,1 
8,2 ( ! )  
102,9 
403,4 
128,3 
275,1 
4. Social Fund PA 502,5 530,0 296,8 233,2 — 233,2 — 299,5 298,8 — 0,7 595,7 
5. Regional Fund PA 499,0 499,0 160,0 339,0 — 339,0 — 353,2 353,2 — — 513,1 
6. Research, invest­
ment, energy 
6.1. Research, invest­
ment 
6.2. Energy 
NDA+PA 
PA 
NDA 
PA 
246,9 
196,4 
50,5 
267,9 
217,4 (1) 
1,0 
49,5 
141,9 
140,5 
0,3 
1,1 
125,6 — 125,6 
76,5 — 76,5 
0,7 — 0,7 
48.4 — 48,4 
0,4 
0,4 
0,0 
146,9 
100,7 
46,2 
112,0 
84,6 
27,4 
— 
34,9 
16,1 (6) 
18,8 
253,9 
225,1 
0,3 
28,5 
7. Cooperat ion with 
developing countries 
7.1. Food aid 
7.2. Financial aid 
NDA+PA 
NDA 
NDA 
PA 
494,9 
287,3 
19,4 
188,2 
541.6 
296,0 
57,9 (2) 
187.7 
230,7 
158,9 
45,8 
26,0 
304,1 4,0 308,1 
137,1 — 137,1 
5,3 4,0 9,3 
161,7 — 161,7 
2,8 
2,8 
210,8 
100,1 
6,4 
104,3 (4  
174,7 
100,1 
6,2 
68,4 
— 
36,1 
0,2 
35,9 
405,4 
259,0 
52,0 
94,4 
8. Other sectors NDA+PA 
NDA 
PA 
64,9 
39,6 
25,3 
85,4 
50,6 
34,8 
34,1 
23,1 
11,0 
44,2 2,8 47,0 
20,4 2,8 23,2 
23,8 — 23,8 
4,3 
4,3 
84.6 
60,9 
23.7 
54,2 
33,5 
20,7 
22,5 
22,5 
7,9 
4,9 (5) 
3,0 
88,3 
56.6 
31.7 
9. Reimbursements to  
Member  States 
9.1. 1 0 %  of own 
resources 
9.2. Subsidies 
and compen­
sations EMS 
NDA 
NDA 
NDA 
721,1 
721,1 
966,5 
721,1 
245,4 
839,4 
666,1 
173,3 
127,0 — 127,0 
55,0 — 55,0 
72,0 — 72,0 
— 
60,8 
60,8 
60,4 
60,4 
— 
0,4 
0,4 
899,9 
726,6 
173,3 
10. Provisional appropr i ­
ations and contingency 
reserve 
NDA+PA 
NDA 
PA 
333,5 
259,5 
74,0 
27,0 
8,2 
18,8 
— _ — _ 
27,0 
8,2 
18,8 
— •  - — - -
Total 
Non-differentiated 
appropriat ions 
Payment 
appropriat ions 
Appropr iat ions 
for payment 
NDA 
PA 
NDA+PA 
12 591,5 
1 855,5 
14 447,0 
12 647,0 
1 841,3 
( ' )  (2) 
14 488,3 
12 198,8 
726,5 
(3) 
12 925,3 
345,1 9,9 355,0 
1 095,7 — 1 095,7 
1 440,8 9,9 1 450,7 
93,2 
19,2 
112,4 
884,5 
1 214,4 
(4) 
2 098,9 
404,8 
1 037,0 
1 441,8 
457,9 
457,9 
21,8 
177,4 (5) 
199,2 
12 603,6 
1 763,5 
14 367,1 
(1) Including 11,3 MEUA represent ing supplementary receipts received in respect  of services per formed o n  behalf o f  outside bodies. 
(2) Including a ' transfer' of 30,0 MEUA f r o m  carry-overs f r o m  1978 'Financial aid (PA)'. 
(3) Payments between inst i tut ions have not  been  deducted f r o m  the  total  payments. 
(<) Af ter  a ' t r ans fe r ' o f  30,0 MEUA t o  the  1979 appropriat ions'Financial  A id  (NDA)'. 
(5) including adjustments t o  balances of commi tments  due t o  changes in EUA rates: 6,7 MEUA under 'EAGGF-guidance' and 1,3 MEUA under 'Other  sectors 
(Ch 58)'. 
(6) Including a reduct ion of carry-overs f r o m  1978 (0,2 MEUA), wh ich  are not  covered by receipts received in respect of services per formed o n  behalf of 
outside bodies. 
(7) Further payments of 203,5 MEUA cover ing expenditure relating t o  1979 have been charged against 1980 appropriat ions; see corresponding explanations in 
Chapter 4 of the annual report .  
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8 .  S u m m a r y  o f  t h e  u t i l i za t i on  o f  a p p r o p r i a t i o n s  ava i l ab le  i n  1979 
(al l  i ns t i tu t ions ,  a l l  s e c t o r s )  
Type of 
appropri­
at ion 
Appropriat ions available in 1979 Uti l ization of the appropriat ions available i n  1979 ( A C  au tomat i c  ca r ry -overs  \ 
,NAC non-au tomat i c  c a r r y - o v e r s '  
F ina l  c o m m i t m e n t  a p p r o p r i a t i o n s :  
3 681 .8  
M E U A  c> 
C 
OJ 
E CO 
E 
o 
E 
CO 
o 
o 
CO 
c 
E 
o 3 
<0 
c 
o 
o 
o 
-£ 
s 0 )  
n 
a .  CO 
o H 
a 0 )  
a 0)  
< CO 
. 
Final  non -d i t t e ren t i a ted  a p p r o p r i a t i o n s :  
12  647 ,0  
M E U A  0 
4 ,2  % C o m m i t m e n t s :  
2 8 9 7 , 0  M E U A  
To ta l  o f  c o m m i t m e n t s  
e n t e r e d  i n t o  i n  1979:  
15 440 .9  M E U A  
C o m m i t m e n t s :  
12  543 ,9  M E U A  
0,1 % 
A p p r o p r i a t i o n s  
r e m a i n i n g  a t  t h e  c l o s e  
o f  1979 a n d  ava i lab le  
f o r  1980 (Ar t .  6 ( 2 )  (a) 
a n d  8 8  (3) o f  t h e  FR): 
630 .9  M E U A  
Cance l la t ions :  
153.9 M E U A  
N A C  t o  1980 
(Ar t .  6 (1) (b )  
o f  t h e  FR): 
9 .9  M E U A  
Cance l la t ions :  
9 3 . 2  M E U A  
I 
- o  
3 
A 
CT> 
at 
0 )  
£ 
o 
(O c o  
c o 0 )  
E CO 
> »  CO 
03 c Q .  
E hm 
o D 
o 
CO o 
c 
o 
= 
j j  a> 
* C  
- Q  
a .  CO 
o » -
Q - a> 
a 0)  
< CO 
F ina l  p a y m e n t  a p p r o p r i a t i o n s :  
1 841 ,3  M E U A  
Paymen ts :  
726 ,5  M E U A  
.0% 
F ina l  non -d i f f e ren t i a t ed  a p p r o p r i a t i o n s :  
12 6 4 7 , 0  
M E U A  c> 
Payments :  
12  198.8 
M E U A  
•2 5) © 
I 5 S _  
1 * £ 
i s  
o O t o  O I  
l ! »  f 
= 2 2 °  
= a i u 
Ca r r y -ove rs :  2 098 ,9  M E U A  
P a y m e n t  
a p p r o p r i ­
a t ions:  
1 214 .4  M E U A  
To ta l  o f  p a y m e n t s  
m a d e  In 1979: 
14 367,1 M E U A  
0 N o n - d i f f e r -
en t ia ted  
app rop r i a t i ons :  
884 .5  M E U A  
Payments :  
1 441 .8  M E U A  
9 ,5  % 
A C  to  1980 
(Ar t .  6 (2 )  (b )  a n d  8 8  (4 )  
of t h e  FR): 
1 095 ,7  M E U A  
Cance l la t ions :  
19,2 M E U A  
A C  t o  1980 
(Ar t .  6 (1) ( c )  
O f  t h e  FR): 
345,1  M E U A  
N A C  t o  1980 
(Ar t .  6 ( 1 )  (b )  
O f  t h e  FR): 
9 ,9  M E U A  
Cance l la t ions :  
93 ,2  M E U A  
A C  a n d  N A C  t o  1980 
(Ar t  108 (3) ( a ,  b )  o f  
t h e  FR): 
4 5 7 , 9  M E U A  
Cance l la t ions :  
199.2 M E U A  
[Th is  a m o u n t  i s  avai l ­
a b l e  fo r  t h e  f i n a n c i n g  
o f  t h e  f i nanc ia l  yea r  
1979. s e e  D i a g r a m  N o  7). 
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9 .  U t i l i za t i on  o f  a p p r o p r i a t i o n s  ava i l ab le  i n  1979 - b y  s e c t o r  
K e y :  
F ina l  a p p r o p r i a t i o n s  o l  t h e  s e c t o r  ( i n  M E U A )  
| % | C o m m i t m e n t s  e n t e r e d  i n t o  i n  1 9 7 9  ( i n  % o t  t h e  f i n a l  a p p r o p r i a t i o n s )  
| % | P a y m e n t s  m a d e  i n  1 9 7 9  ( i n  % o f  t h e  f i n a l  a p p r o p r i a t i o n s )  
% | C o m m i t m e n t  a p p r o p r i a t i o n s  r e m a i n i n g  a t  t h e  c l o s e  o f  1 9 7 9  a n d  a v a i l a b l e  f o r  1 9 8 0  ( i n  % o f  t h e  f i n a l  a p p r o p r i a t i o n s )  
| % j A u t o m a t i c  a n d  n o n - a u t o m a t i c  c a r r y - o v e r s  t o  1 9 8 0  ( In % o f  t h e  f i n a l  a p p r o p r i a t i o n s )  
C a n c e l l a t i o n s  
I. Util ization of the appropriat ions for commitment available in  1979: 
(See Table II, columns 3 to 8) 
C o m m i t m e n t  a p p r o p r i a t i o n s  S e c t o r  N o n - d i f f e r e n t i a t e d  a p p r o p r i a t i o n s  
6 6 5 . 9  M E U A  
8 2 3 . 9  M E U A  
• 
1 0 1 0 , 3  
M E U A  
| 2 7 , 4  % | 6 9 , 1  % 
9 4 , 0  % 
9 5 , 2  % 
4 5 3 . 5  M E U A  • 
5 7 5 , 5  M E U A  M ~ 3 2 ^ % T  
6 9 , 9  % 
5 9 , 8  % 
n 114 ,6  M E U A  
3 8 , 2  M E U A  
1. Administration 
2. EAGGF-
q i ^ r ^ n t e ?  
3. EAGGF-
quidance 
4. Social Fund 
5. Regional Fund 
6. Research, mvest-
ment. energy 
7. Cooperation wi th 
devel. countries 
8. Other sectors 
i 
9. Reimbursements 
to Member States 
10. Prov. appropr. 
and cont, reserve 
9 0 , 6  % 
1 0 0 %  
8 6 2 , 7  M E U A  
1 0  4 0 4 , 1  
M E U A  
1,0  M E U A  
| 3 5 3 . 9  M E U A  
5 0 , 6  M E U A  
100% 9 6 6 . 5  M E U A  
8 , 2  M E U A  
II. Util ization of the appropriat ions for payment of the 1979 budget: 
(See Table III, columns 3 to 8) 
P a y m e n t  a p p r o p r i a t i o n s  . S e c t o r  N o n - d i f f e r e n t i a t e d  a p p r o p r i a t i o n s  
3 0 4 , 2  M E U A  |70 ,0  % | 3 ° , °  
5 3 0 , 0  M E U A  [ "  4 4 , 0 %  | 5 6 . 0 %  
4 9 9 , 0  M E U A  | 6 7 , 9  % 
2 6 6 , 9  M E U A  | 
187 ,7  M E U A  
153 ,0% 
186.1 % l  
1. Administration 
2 EAGGF-
guarantee 
3. EAGGF-
guidance 
8 4 , 3  % 
100% 
4. Social Fund 
5. Regional Fund 
6 Research, invest-
ment. energy 
7. Cooperation with 
devel. countries 
3 4 , 8  M E U A  
18,8  M E U A  
8. Other sectors 
9 Reimbursements 
to Member States 
|10  Prov appropr 
and cont reserve 
1 , 0  M E U A  
5 7 , 8 %  | 4 1 , 4 % |  3 5 3 , 9  M E U A  
n 
5 0 , 6  M E U A  
8 6 , 9  % 
8 , 2  M E U A  
rfEUA 
. a  
1 0  4 0 4 , 1  
M E U A  
m 9 6 6 , 5  M E U A  
III. Util ization of the appropriat ions for payment carried over f rom 1978: 
(See Table III, columns 9 t o  12) 
P a y m e n t  a p p r o p r i a t i o n s  S e c t o r  N o n - d i f f e r e n t i a t e d  a p p r o p r i a t i o n s  
1. Administration 1 5 3 . 9  M E U A  
2 EAGGF-
guarantee | 3 0 . 4  M E U A  
2 8 6 , 7  M E U A  | H  6 4 , 1  % 3. EAGGF-guidance 22 .4  % 1 -  7 6 , 1  % 
2 9 9 , 5  M E U A  9 9 . 8  % 4. Social Fund 
3 5 3 , 2  M E U A  1 0 0 %  5. Regional Fund 
146 ,9  M E U A  
6. Research, invest­
ment, energy 
1 0 4 , 3  M E U A  
7 Cooperation with 
devel countries I 106 ,5  M E U A  
2 3 , 7  M E U A  8. Other sectors | 6 0 , 9  M E U A  
9. Reimbursements 
to Member States 1 6 0 , 8  M E U A  
5 7 1 , 9  M E U A  
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11 .  T h e  r e v e n u e  a n d  e x p e n d i t u r e  a c c o u n t  a n d  t h e  b a l a n c e  
o f  t h e  f i n a n c i a l  y e a r  1979  
(application of Article 15 of Counci l  Regulation (ECSC. EEC, Euratom) No 2891/77) 
R e v e n u e :  
amounts  available for the 
actual  f inancing of 1979. 
Total 
1 4  8 3 1 , 9  M E U A  
E x p e n d i t u r e :  
amounts f inanced i n  1979. 
Total 
1 4  8 3 1 , 9  M E U A  
Cancellations of 
carry-overs f rom 1978 
(see Table III, co lumn 12) 
Other actual revenue 
(see Table l -A )  
Carry-overs f rom 1978 
transferred' t o  the 
appropr iat ions of 1979 
(see Table III. foot ­
notes 2 and  4) 
Total actual own 
resources: 
14 372.4 MEUA 
(see Table l - A )  
-< 
199.2 MEUA ( ')  
230.2 MEUA 
455,9 MEUA 
30.0 MEUA 
2 302.1 MEUA 
VAT: 
4 737,7 MEUA 
464.9 MEUA 
Agricultural 
levies: 
1 678,6 MEUA 
Customs duties: 
5 189,1 MEUA 
'/ 
/ 
Sugar 
levies 
/ 
l l l l l l l l l l l l l l l l  
1 450,7 MEUA 
12 925.3 MEUA 
Balance of 1979 to  b e  
carr ied over t o  1980 
Appropr iat ions for  payment 
of 1979 carr ied over t o  1980 
(see Table III. co lumn 7) 
Payments made  in 1979 
against appropriat ions 
of 1979 budget (see 
Table III, co lumn 4) 
(<) This amount  of 199,2 MEUA has already been f inanced i n  previous financial years Cancellation o f  this amount  (after nonutil ization) makes it avail­
able for  t he  actual f inancing of t he  financial year 1979 
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12. Payments made  i n  1979 — by sector  a n d  by recipient  
Member  State 
Note: Payments m a d e  in  1979 payments against 1979 appropr iat ions p lus payment against carry-overs f rom 1978. 
T o t a l  
p a y m e n t s :  
1 4  3 6 7 , 1  
MEUA 
( A )  By sector :  
( l o r  d e t a i l e d  f i gu res  s e e  T a b l e  III. c o l u m n  13) 
1. A d m i n i s t r a t i o n  (a l l  ins t i tu t ions)  772 ,9  M E U A  (5 .4  % )  
6. Research ,  i nves tmen t ,  e n e r g y  2 5 3 , 9  M E U A  (1 ,8  % )  
7. C o o p e r a t i o n  w i t h  d e v e l o p i n g  c o u n t r i e s  405 ,4  M E U A  (2 ,8  % )  
8. O t h e r  s e c t o r s  8 8 , 3  M E U A  (0 ,6  % )  
Payments to Member States: 
9 .  R e i m b u r s e m e n t s  t o  M e m b e r  
Sta tes 899 ,9  M E U A  (6 .3  % )  
5 .  R e g i o n a l  F u n d  513,1  M E U A  (3 ,6  % )  
4 S o c i a l  F u n d  595 ,7  M E U A  (4,1 % )  
3. E A G G F - g u i d a n c e  403 ,4  M E U A  (2,8 % )  
2 .  E A G G F - g u a r a n l e e  10 434,5  M E U A  (72,6  % )  
To ta l  12  846 ,6  M E U A  (89,4  % )  
( B )  By rec ip ien t  M e m b e r  S ta te :  
( l o r  de ta i l ed  f i gu res  s e e  T a b l e  VI .  yea r  1979) 
T h e  b r e a k d o w n  o f  t h e s e  p a y m e n t s  by  rec ip ien t  M e m b e r  
S ta te  i s  se t  o u t  be low 
R e i m b u r s e m e n t s  t o  
M e m b e r  S ta tes  
S t r u c t u r a l  F u n d s  
E A G G F -
g u a r a n t e e  ( '  
* 
n .  Member 
Sector \ State D F 1 N L  B L U K  I R L  D K  EUR 9 
E A G G F - g u a r .  ( ' )  2 3 2 9 . 8  2 2 5 2 , 9  1 642 ,6  1 416 ,9  756,1  13 ,6  925 ,7  4 5 7 , 0  6 3 9 , 9  10 434.5  
S t r u c t u r a l  F u n d s  (*) 2 2 5 , 9  296 ,7  335,1  45 ,0  28 ,0  1.2 4 3 1 , 8  9 9 , 9  4 8 , 7  1 512 .2  
R e i m b u r s e m e n t s  
t o  M e m b e r  S ta tes  197,5 98 ,9  1*88.4 84 ,9  58 ,8  0 ,4  183,6 72 ,4  14 ,9  699,9 
T o t a l  2 753 ,2  ( 2 1 . 4 % )  
2 648,5  
(20.6  % )  
2 166.1 
( 1 6 , 9 % )  
1 546 ,8  
( 1 2 , 0 % )  
842 ,9  
(6 .6  % )  
15.2 
(0.1 % )  
1 541 .1  
( 1 2 . 0 % )  
629 ,3  
(4,9 % )  
703,5 
(5 .5  % )  
12 846,6 
( 1 0 0 % )  
< 
D 
( 1 )  T h e  p a y m e n l s  u n d e r  E A G G F - g u a r a n t e e  s e t  o u l  h e r e  i nc l ude  ' a d j u s t e d  m o n e t a r y  c o m p e n s a t o r y  a m o u n t s '  ( s e e  Tab le  VI, n o t e  2 a n d  f o o t n o t e  3). 
(2) S t r u c t u r a l  F u n d s  E A G G F - g u i d a n c e ,  Soc ia l  F u n d ,  Reg iona l  F u n d  
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Diagram No 9 
13. T h e  structural Funds: commitments  entered into and  payments m a d e  in 1979 — 
by recipient M e m b e r  State  
Note: 
T h e  s t ruc tu ra l  F u n d s  ( E A G G F - g u i d a n c e ,  Soc ia l  F u n d ,  Reg iona l  F u n d )  a r e  p r o ­
v i d e d  w i th  d i f fe ren t ia ted  a p p r o p r i a t i o n s  ( ' ) ,  w h i c h  c o m p r i s e  b o t h  c o m m i t m e n t  
a p p r o p r i a t i o n s  a n d  p a y m e n t  a p p r o p r i a t i o n s  w i t h  d i f f e ren t  f inanc ia l  i n c i d e n c e  
(see  p a r a g r a p h  1.6.). T h e  c o m m i t m e n t s  e n t e r e d  i n t o  i n  1979 re la te  t o  m u l t i -
a n n u a l  p r o j e c t s  w h i c h  a r e  f i n a n c e d  i n  1979 a n d  i n  s u b s e q u e n t  yea rs ;  t h e  p a y ­
m e n t s  m a d e  i n  1 9 7 9  re la te  t o  c o m m i t m e n t s  e n t e r e d  i n t o  i n  1979 a n d  i n  p r e v i o u s  
years .  
T h e  on ly  excep t i on  b e i n g  t h a t  E A G G F - g u i d a n c e  c a r r y - o v e r s  f r o m  p rev i ous  
yea rs  a l s o  i nc l ude  non -d i f f e ren t i a t ed  app rop r i a t i ons .  
Reg iona l  F u n d  
Soc ia l  F u n d  
E A G G F - g u i d a n c e  
3. E A G G F - g u i d a n c e  
(a) C o m m i t m e n t s  
(b )  P a y m e n t s  
9 3 . 1  
118,5 
110,1 
99 ,4  
86 ,6  
3 5 , 1  
2 7 , 2  
2 5 , 3  
21 .6  
17,1  
2 .8  
0 . 6  
69 ,5  
64 ,2  
3 3 , 0  
28 ,2  
16.4 
15,1 
460 ,3  
403,4 
4. S o c i a l  F u n d  
(a) C o m m i t m e n t s  
(b )  P a y m e n t s  
52 ,9  
61 ,4  
134,8 
93 ,7  
281 ,2  
156,3 
19,3 
11,1  
16,0 
7 .8  
1,0 
0 . 3  
196,5 
201 .9  
5 8 , 1  
38 ,8  
14,7 
24,5 
774,5  
595,7  
5. R e g i o n a l  F u n d  
(a) C o m m i t m e n t s  
(b )  P a y m e n t s  
5 9 , 1  
4 6 , 0  
159,4 
103,6 
388 ,1  
1 4 3 7  
11 ,3  
8 .6  
9 .1  
3 , 1  
0 .8  
0 . 3  
261 ,0  
165,7 
62 ,2  
32.9 
11.1  
9 . 1  
962,1  
513,1  
To ta l  
(a )  C o m m i t m e n t s  
(b )  P a y m e n t s  
205,1  
(9 ,4  % )  
225 ,9  
(14.9  % )  
404 ,3  
(18,4  % )  
296 ,7  
( 1 9 , 6 % )  
755,9 
(34,4  % )  
335,1  
(22,2  % )  
57,8 
(2.6 % )  
45 ,0  
(3 .0  % )  
46 ,7  
(2,1 % )  
28 ,0  
( 1 , 9 % )  
4 .6  
(0 ,2  % )  
1 .2  
(0.1 % )  
527,0 
(24,0  % )  
431 ,8  
(28,5  % )  
153,3 
(7 .0  % )  
99 ,9  
(6 ,6  % )  
42 ,2  
( 1 , 9 % )  
48,7 
(3 .2  % )  
2 196 ,9  
(100 % )  
1 512 ,2  
(100  % )  
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14. Utilization of the appropriations for payment for the period 1973-79 (principal sectors) 
1. Appropriations for the financial year II. Carry-overs from the previous financial year III. 
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Total 
annual 
payments 
(1) (2) (3) (4) (5)= (2)—(3)—(4) (6) (7) (8) 
(9)= 
(6)—(7)—(8) 
(10)= 
(3)+(7) 
G
en
er
al
 
bu
dg
et
 
—
 
to
ta
l —
 
1 9 7 3  
1974 
1975  
1976 
1977 
CO 
3 
E 
5 134,5  
5 225,0  
6 268 ,3  
8 470 ,6  
9 584 ,3  
5 134,5  
5 225 ,0  
6 2 6 8 , 3  
8 470 ,6  
9 584 ,3  
3 533 ,9  
3 440 ,4  
5 004 ,7  
6 257 ,2  
7 227 ,3  
1 402 ,4  
1 687 ,6  
1 238 ,2  
1 986 ,7  
1 670 ,5  
198,1 
97 ,0  
25 ,4  
226 ,7  
686 ,5  
1 330,1  
1 9 8 0 , 3  
2 322 ,9  
2 123,8 
2 787 ,4  
470 ,7  
1 076 ,0  
1 406 ,6  
1 030 ,4  
1 477 ,6  
577 ,9  
6 3 5 . 3  
885 .6  
800 .7  
894 .4  
281 ,6  
269 ,0  
30 ,7  
292 ,7  
4 1 5 , 3  
4 004 ,6  
4 516,4  
6 4 1 1 , 2  
7 287 ,6  
8 704 ,9  
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to
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l —
 
1978  
1979  
< D ID 
2 
12  362 ,7  
14 447 ,0  
12 377 ,5  
14 488,3(1)  
10  733 ,8  
12 925 ,3  
1 527 ,7  
1 450 ,7  
115,9 
112,4 
2 007 ,0  
2 098 ,9  (2) 
1 239 ,2  
1 441 ,8  
601 ,2  
457 ,9  
166,6  
199,2  
11 973,1 
14  367,1 
1/ 4) 
o f  
2 s  
i i i  £j 
oi 
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
3 806,5 
3 513,1 
4 240,5 
5 877,7 
7 101,6 
3 833,2 
3 443,6 
4 336,3 
5 835,3 
7 103,1 
2 978,3 
2 641,8 
4 003,5 
5 040,8 
5 571,0 
854.8 
797,0 
332.9 
677,7 
1 022,8 
0,0 
4,7 
116,7 
509,4 
410,3 
854.8 
827,3 (3) 
332.9 
677,7 
195,9 
636,0 
818,0 
324,2 
595,9 
— 
214,4 
218,8 
9,4 
8,6 
81,9 
3 174,2 
3 277,9 
4 821,5 
5 365,0 
6 166,8 
1978 
1979 
< 
ID 
2 
8 695,3 
10 404,1 
8 679,3 
10 404,1 
8 648,8 
10 404,1 
30,4 
— 
633,8 
30,4 
629,8 
30,4 — 
4,0 9 278,6 
10 434,5 
u. o> 
O « 
O re 
< -D 
W 5  
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
350,0 
325,0 
325,0 
325,0 
157,8 
350,0 
325,0 
262,5 
325,0 
157,8 
4,8 
18,0 
38,4 
67,4 
79,9 
178,0 
245,6 
223,8 
257,6 
77,9 
167,2 
61,5 
0,3 
0,0 
716,0 
755,9 
880,9 (4) 
954,6 
1 058,3 
118,9 
110,4 
145,9 
150,8 
216,8 
577,9 
635,3(") 
730,8 
800,7 
838,7 
19.1 
10.2 
4,2 
3,1 
2,8 
123,7 
128,4 
184,3 
218,2 
296,7 
co ® 1978 
1979 
< 
u ID 
423.5 
319.6 
444,5 
304,2 
141,8 
91,2 
302,7 
213,0 — 
801,2 
858,6 (5) 
181,8 
312,2 
571,9 
435,4 
47,5 
111,1 
323,6 
403,4 
"O 
c 3 IL 
re 
o 
o 
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
283.0 
327,8 
366.1 
441,0 
172,4 
283.0 
327,8 
366.1 
443,0 
172,4 
21,0 
10,1 
8,0 
10,2 
115,4 
262,0 
315,2 
354,0 
429,2 
57,1 
0,0 
2.5 
4,2 
3.6 
42,7 
262,0 
284,9 (6) 
508,8 
429,2 
29,0 
227.4 
128,3 
246,1 
201.5 
154,8 
13,7 
34,6 
1,7 
262,7 
227,7 
49,9 
237,5 
136,3 
256,3 
316,9 
CO 
1978 
1979 
< 
D ID 538,8 502,5 
538,8 
530,0 
239,3 
296,8 
299,5 
233,2 — 
45,5 
299,5 
45,5 
298,8 
— 
0,7 
284,8 
595,7 
re 
c 
o -o 
O) § 0) P 
cc " •  
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
150,0 
300,0 
400,0 
150,0 
300,0 
400,0 
90,7 
218,0 
290,5 
59,3 
82,0 
109,5 
— 
59,3 
82,0 
59,3 
82,0 
— 
— 
90,7 
277,3 
372,5 
in 1978 
1979 
< 3 ID 
2 
525,0 
499,0 
525,0 
499,0 
171,13 
160,0 
353,2 
339,0 
— 
83,1 
353,1 
83,1 
353,2 — — 
254,9 
513,1 
.E ? 
.. 0) 
•C C O ® k. * 
<D c 
a> E 
= ?> 
• 5  
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
74,7 
109.1 
121,0 
165.2 
217.3 
74,7 
110,6 
126,2 
165,2 
214,9 
60,8 
69,7 
77,9 
84,1 
106,0 
9,1 
39,2 
46,9 
63,4 
101,8 
4,8 
1,7 
1,4 
17,7 
7,1 
12.3 
9,1 
39,2 
46,9 
63.4 
11,5 
8,0 
38,4 
34,0 
37,3 
— 
0,8 
1,1 
0,8 
12,9 
26,1 
72,3 
77,7 
116,3 
118,1 
143,2 
1978 
1979 
< 
D LU 
5 
235,3 
246,9 
271,1 
267,9 
123,5 
141,9 
146,9 
125,6 
0,6 
0,4 
103,3 
146,9 
68,2 
112,0 
— 
35,1 
34,9 
191,7 
253,9 
c ™ 
o .£ SQ.cn 
a o ,a> 
« a> £ 
a >  c O ® 3 O TJ O 
1973 
1974 
1975 
1976 
1977 
CO 
3 
E 
111,1 
282,7 
288,1 
301,4 
255,2 
61,1 
325,6 
252,8 
320.3 
257.4 
52,8 
160,8 
171,5 
57.5 
70.6 
8,1 
163,5 
81,0 
214,9 
179,9 
0,3 
1,2 
0,3 
47,9 
6,9 
82,8 
8,1 
163,5 
81,0 
214,9 
52,0 
7,9 
152,7 
79,3 
145,3 
— 
30,8 
0,2 
10,8 
1,7 
69,5 
104,8 
168.7 
324,2 
136.8 
215.9 
U £ ° 
^ 5  1978 1979 
< 
D LU 
5 
380,6 
494,9 
381,7 
541,6(1) 
138,5 
230,7 
240,8 
308,1 
2,4 
2,8 
184,5 
210,8 (2) 
126,7 
174,7 
— 
57,8 
36,1 
265,2 
405,4 
(1) Including a 'transfer' of 30,0 MEUA from carry-overs from 1978 'Cooperation with developing countries'. 
(2) After a 'transfer' of 30,0 MEUA to the 1979 appropriations Cooperation with developing countries'. 
(3) Including a transfer on carry-overs of 30,3 m.u.a. from the Social Fund. 
(4) By comparison with the revenue and expenditure account these figures have been rectified to include an amount of 0,9 m.u.a. (Item 8 200), which was in 
fact not cancelled in 1974 but was carried over to 1975. 
(5) After deduction of 16,0 MEUA (Chapter 87), which appear in 1979 under 'other sectors'. 
(6) After a transfer of 30,3 m.u.a. to the EAGGF-guarantee. 
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Diagram No 10 
15. Uti l ization rates of the  appropriat ions for payment  
for the  per iod 1 9 7 3 - 7 9  (principal  sectors) 
Rate of  carry­
over t o  t h e  fol-
Payment lowing year Cancellation 
ra te  (%)  ( % )  rate ( % )  
K e y :  
* 1  
rz O 
IT  «> 
o 
I .  A p p r o p r i a t i o n s  f o r  t h e  f i n a n c i a l  y e a r  
( f i n a l  a p p r o p r i a t i o n s  1 0 0 % )  
I I .  C a r r y - o v e r s  f r o m  t h e  p r e v i o u s  f i n a n c i a l  y e a r  
( a p p r o p r i a t i o n s  c a r r i e d  o v e r  1 0 0  % )  
For basic figures s e e  Table IV 
1973 6 8 . 8  % 2 7 , 3  % 1973 3 5 . 4  % 43,4  % 
1974 6 5 . 8  % 32.3  % 1974 5 4 , 3  % 32,1 % 
1975 7 9 . 8  % I 1 9 , 8 %  J 1975 6 0 . 6  % 38,1 % 
1976 7 3 . 9  % 23,5  % 1976 4 8 . 5  % 37,7  % • 
1977 7 5 , 4  % 1 7 . 4 %  • 1977 5 3 . 0  % • 32 ,1  % I 
1978 8 6 . 7  % 12.3*1 1978 6 1 . 7 %  3 0 , 0  % 
1979 8 9 , 2  % l i o o d  1979 6 8 , 7  % 2 1 . 8 %  H 
S |  
< 2 
csi OI 
1973 77,7 % 2 2 , 3  % 1973 
1974 76 .7  % 2 3 , 1  % 1974 
1975 92 ,3  % 7 , 7 %  1975 
1976 86,4 % l n . 6 % |  1976 
1977 78,4 % 1 1 4 . 4  % •  1977 
1978 9 9 , 6  % 0 ,4  ' 9 7 8  
1979 § % 1 9 7 9  
4 7 , 7  % 
7 4 . 4  % 
9 8 . 9  % 
9 7 . 4  % 
8 7 , 9 %  
9 9 . 4  % 
u .  01 
<3 « 
O % 
< "O 
i u ' 5  
• O) 
CO 
1973 1973 1 6 , 6  % • 
1974 - f 5 . 5  % 1974 1 4 . 6  % •  8 4 . 0  % 
1975 1 4 , 6  °/() 8 5 , 3  % 1975 1 6 . 5 %  J 8 3 , 0  % 
1976 2 0 . 7  % 7 9 , 3  % 1976 1 5 . 8  % •  8 3 . 9  % 
1977 5 0 , 6  % I 4 9 , 4  % 1977 2 0 . 5  % 7 9 . 3  % 
1 9 / 8  3 1 , 9 %  6 8 , 1  % 1978 2 2 , 7  % 1 7 1 . 4 %  
1 9 / 9  3 0 , 0  % 7 0 , 0  % 1979 3 6 , 4  % 5 0 , 7  % 
1973 
1974 
1975 
I '  1976 
U> £ 1977 
1978 
1979 
7 41% 1 9 7 3  % 
R 3 . 1  •/„ 9 6 . 2  % 1974 8 6 , 8  % 
2 , 2  % 9 6 , 7  % 1975 4 5 , 0  % EI| 5 4 , 4  % 
- e  2 , 3  % 9 6 . 9  % 1976 4 8 , 4  % 
6 6 , 9  % 3 3 . 1  % 1977 4 6 . 9  % 
4 4 , 4  % 5 5 , 6  % 1978 1 0 0  % 
5 6 , 0  % 4 4 , 0  % 1979 9 9 . 8 %  1 
IS 
c O TJ 
? §  
I E " -
in 
1975 
1 9 7 6  
1977 
1978 
1979 
I 3 9 , 5 %  
72.7  % 2 7 , 3  % 1976 , 1 0 0 %  
72.6  •/.  2 7 , 4  % 1977 1 0 0 %  
32 .7  % 6 7 . 3  % 1978 I 100 % 
3 2 . 1  % 6 7 , 9  % 1979 [ j  100 % 
H £ » 
S E 5? 
«• « * 
v S c 
i » i 
CO ~ 
1973 8 1 . 4 %  I12 .2  % H  1973 9 3 . 5  % 
1974 6 3 , 0  % r 3 5 , 4 %  1974 8 7 . 9  % 
1975 6 1 , 7  V.  37 ,2  % 1975 9 8 . 0  % 
1976 5 0 , 9  % % • •  1 9 7 6  7 2 , 5  % 
1977 4 9 . 3  % • 47,4  % 1977 % • m  1978 4 5 . 6  % Z H  54 .2  % 1978 6 6 . 0  % 
1979 5 3 . 0  % l 46.9  % 1979 7 6 . 2  % 
c ? 1973 0 .E 
— a M 1974 
ro 0 a> 1975 
i l l  
1976 
1977 
0 £ 0 1978 
^ i 1979 
8 6 . 4 %  i 1 3 , 3  % |  
4 9 , 4  % | 1 5 0 , 2  % 
6 7 , 8  % 3 2 , 0  % 
1 8 , 0 %  | % 
2 7 , 4  % 6 9 , 9  % 
3 6 , 3  % 
4 2 , 6  % • 5 6 , 9  % 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
62 .8  % 
9 7 , 5  % 
9 3 , 4  % 
9 7 . 9  % 
6 7 . 6  % 
6 8 . 7  % 
8 2 , 9  % 
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Table V 
16. Evolution of annual payments ( ) by sector (1973-79) 
Year 
Sector 
1973 1974 1975 1976 . 1977 1978 1979 
m.u.a. % m.u.a. % m.u.a. % m.u.a. % m.u.a. % MEUA % MEUA % 
1. Administration 
1.1. Commission 
1.2. Parliament 
1.3. Council 
1.4. Court of Justice 
1.5. Court of 
Auditors 
239,4 6,0 
163,8 4,6 
22,6 0,6 
27,6 0,7 
5,4 0,1 
336,7 7,5 
262,2 5,8 
30,7 0,7 
36,5 0,8 
7,2 0,2 
375,0 5,8 
282,7 4,4 
38,9 0,6 
45,2 0,7 
8,1 0,1 
419,7 5,8 
313,9 4„4 
44,6 0,6 
52,0 0,7 
9,2 0,1 
497,0 5,7 
366,5 4,2 
58,5 0,7 
61,0 0,7 
10,7 0,1 
0,3 0,0 
676,7 5,7 
492,0 4,1 
84,1 0,7 
79,0 0,7 
14,7 0,1 
7,0 0,1 
772,9 5,4 
551,9 3,8 
109,0 0,8 
86,5 0,6 
16,3 0,1 
9,2 0,1 
2. EAGGF-guarantee 
2.1. Cereals and 
rice 
2.2. Milk 
products 
2.3. Oils and fats 
2.4. Sugar 
2.5. Beef and 
veal, 
pigmeat 
2.6. Fruit and 
vegetables 
2.7. Wine 
2.8. Tobacco 
2.9. Other 
markets 
2.10. Agri-monetary 
measures 
3 174,2 79,3 
846,6 21,1 
1 508,3 37,7 
49,4 1,2 
127.5 3,2 
103,0 2,6 
6,5 0,2 
3,1 0,1 
57,3 1,4 
67,9 1,7 
404.6 10,1 
3 277,9 72,6 
475.3 10,5 
1 251,7 27,7 
289.5 6,4 
108.4 2,4 
371,9 8,3 
51,6 1,1 
49,8 1,1 
133.6 3,0 
67,6 1,5 
478.5 10,6 
4 821,5 75,2 
697.8 10,9 
1 116,0 17,4 
333,4 5,2 
301.9 4,7 
1 051,7 16,4 
79,2 1,2 
111,4 1,7 
210,0 3,3 
96,7 1,5 
823,4 12,9 
5 365,0 73,6 
631,0 8,6 
2 052,6 28,2 
307,0 4,2 
234,7 3,2 
691.7 9,5 
144.8 2,0 
62,1 0,9 
213,3 2,9 
163,2 2,2 
864,6 11,9 
6166,8 70,9 
425.3 4,9 
2 603,9 29,9 
98,8 1,1 
536,7 6,2 
396.4 4,5 
199.6 2,3 
187.7 2,2 
241,0 2,8 
205.8 2,4 
1 271,6 14,6 
9 278,6 77,5 
1 196,6 10,0 
3 381,6 28,3 
543.1 4,5 
770.2 6,4 
661.7 5,5 
227,4 1,9 
89,0 0,8 
313.8 2,6 
315,6 2,6 
1 779,6 14,9 
10 434,5 72,6 
1 608,3 11,2 
4 521,4 31,5 
606.3 4,2 
939.8 6,5 
852,1 5,9 
441,5 3,1 
61,3 0,4 
225,5 1,6 
468.9 3,3 
709.4 4,9 
3. EAGGF-guidance 123,7 3,1 128,4 2,8 184,3 2,9 218,2 3,0 296,7 3,4 323,6 2,7 403,4 2,8 
4. Social Fund 49,9 1,2 237,5 5,3 136,3 2,1 256,3 3,5 316,9 3,6 284,8 2,4 595,7 4,1 
5. Regional Fund — — — — 90,7 1,4 277,3 3,8 372,5 4,3 254,9 2,1 513,1 3,6 
6. Research, invest­
ment, energy 
6.1. Research, 
investment 
6.2. Energy 
72,3 1,8 
72,3 1,8 
77,7 1,7 
77,7 1,7 
116,3 1,8 
90,8 1,4 
25,5 0,4 
118,1 1,6 
102,4 1,4 
15,7 0,2 
143,2 1,6 
129,8 1,5 
13,4 0,1 
191,7 1,6 
173,1 1,4 
18,6 0,2 
253,9 1,8 
225,1 1,6 
28,8 0,2 
7. Cooperation with 
devel. countries 
7.1. Food 
aid 
7.2. Financial aid 
104,8 2,6 
104,8 2,6 
168,7 3,7 
106,4 2,3 
62,3 1,4 
324,2 5,1 
191,8 3,0 
132,4 2,1 
136,8 1,9 
116,0 1,6 
20,8 0,3 
215,9 2,5 
187,4 2,2 
28,5 0,3 
265,2 2,2 
236,0 2,0 
29,2 0,2 
405,4 2,8 
259,0 1,8 
146,4 1,0 
8. Other sectors 3,7 0,1 5,5 0,1 8,8 0,2 23,8 0,3 30,9 0,4 35,5 0,3 88,3 0,6 
9. Reimbursements to 
Member States 
9.1. 10% of own 
resources 
9.2. Subsidies and 
compensations 
EMS 
236,5 5,9 
236,5 5,9 
284,0 6,3 
284,0 6,3 
354,2 5,5 
354,2 5,5 
472,3 6,5 
472,3 6,5 
665,0 7,6 
665,0 7,6 
662,1 5,5 
662,1 5,5 
899,9 6,3 
726,6 5,1 
173,3 1,2 
Total (2) 4 004,6 100 4 516,4 100 6 411,2 100 7 287,6 100 8 704,9 100 11 973,1 1100 14 367,1 100 
(1) Annual payments = payments against appropriations of the financial year plus payments against carry-overs f rom the previous financial year. 
(2) Payments between institutions have not been deducted. 
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Diagram No 11 
17. Evolution of the  rat io of 'annual payments by  sector '  t o  
' total of annual budgetary payments' (1973-79) 
(For detai led f igures see Tab le  V) 
( A )  General budget (all sectors):  
Total  o f  annua l  budgetary  payments  - 100 % Log 
100 % 
5 0 %  
1 0 %  
5 %  
1 % 
0.5 % 
0,1 % 
\ ^ V .  
/ 
y 
\ \ \ \ » 
\ \ \ \ 1 / / 
/ / 
.y' 
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.y 
y 
2. EAGGF-guarantee 
9. Reimbursements  t o  M e m b e r  States 
1. Adminis t rat ion (al l  inst i tut ions) 
4. Socia l  Fund 
5. Regional Fund 
- 3 .  EAGGF-guidance 
- 7. Cooperat ion with devel.  countr ies 
6. Research, investment, energy 
8. Other  sectors 
1973 1974 1975 1976 1977 1978 1979 
(B)  EAGGF-guarantee  (all markets) :  
Total  o l  annual  budgetary  payments  100 % 
1 0 0 %  
5 0 %  
1 0 %  
5 %  
0 , 5 %  • 
2.2. Mi lk p roduc ts  
2.1. Cereals a n d  r ice  
2.4. Sugar  
2.5. Beet a n d  veal, p igmeat  
2.10. Agr i -monetary  measures 
2.3. Oils and  fats 
2.9. Other  marke ts  
2.6. Fruit and  vegetables 
2.8. Tobacco  
2.7. W ine  
1973 1974 1975 1976 1977 1978 1979 
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Table VI 
18. Annual payments to  the Member States by sector (1976-79) 
Notes: 
1. This table summarizes the annual payments to the Member States under the principal sectors. 
Annual payments = payments against appropriations for the financial year plus payments against carry-overs from the previous year. 
2. Payments to the Member States under the EAGGF, Guarantee Section are shown in the table under two headings: 
(a) payments including 'non-adjusted monetary compensatory amounts (MCA)'; 
(b) payments including 'adjusted MCAs'. 
The difference between the two concepts arises from the application of Article 2 (a) of Council Regulation (EEC) No 974/71 of 12 May 1971, under which 
exporting Member States themselves pay directly the MCA due on import in certain importing Member States (United Kingdom, Italy). The adjustment 
consists in allocating to the latter the amounts which are chargeable to them. 
FR of 
Germany France Italy 
Nether­
lands Belgium 
Luxem­
bourg 
United 
Kingdom Ireland 
Den­
mark EUR 9 
2. EAGGF-
guarantee 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
880,0 
850,2 
1 417,6 
1 375,3 
819,7 
876,2 
756,8 
696,1 
337,2 
327,4 
8,1 
8,1 
468,2 
689,4 
245,0 
186,4 
432,4 
355,9 
5 365,0 
5 365,0 
97
6 
(m
.u.
a.)
 
3. EAGGF-guidance 
4. Social Fund 
5. Regional Fund ' 
9.1. Reimbursement of 10 % of 
own resources 
49,9 
59,5 
13,3 
114,9 
44.7 
29.8 
28.9 
69,5 
37,9 
37,6 
112,9 
82,3 
14,9 
12,9 
5,4 
52,1 
11,1 
9,3 
6,1 
32,4 
0,4 
0,0 
0,4 
0,3 
43,5 
66,2 
88,3 
106,8 
9.3 
11,2 
18,0 
3.4 
6,5 
20,0 
4,0 
10,5 
218,2 
246,4 (') 
277,3 
472,3 
Total 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
1 117,6 
(17,0 %) 
1 087,8 
(16,5 %) 
1 590,5 
(24,2 %) 
1 548,2 
(23,5 %) 
1 090,4 
(16,6%) 
1 146,9 
(17,4 %) 
842,1 
(12,8 %) 
781,4 
(11,9%) 
396,1 
(6,0 %) 
386,3 
(5,9 %) 
9,2 
(0,1 %) 
9,2 
(0,1 %) 
773,0 
(11,7%) 
994,2 
(15,1 %) 
286,9 
(4,4 %) 
228,3 
(3,5 %) 
473,4 
(7,2 %) 
396,9 
(6,1 %) 
6 579,2 ( ' )  
(100%) 
6 579,2 (<) 
(100 %) 
2. EAGGF-
guarantee 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
1 245,9 
1 112,6 
1 572,4 
1 310,3 
470,2 
785,4 
887,3 
723,9 
418,6 
377,8 
8,1 
8,0 
351,4 
1 020,7 
588,1 
400,1 
624,8 
428,0 
6 166,8 
6 166,8 
3. EAGGF-guidance 69,7 59,3 34,3 19,9 16,6 2,2 65,4 14,8 14,5 296,7 
CO 
3 
4. Social Fund 38,0 35,6 89,6 8,1 6,6 0,0 102,3 26,4 9,7 316,2 (2) 
5. Regional Fund 24,9 45,8 149,5 2,8 2,8 0,1 118,6 22,1 5,8 372,5 
f -
9.1. Reimbursement of 10 % of 
own resources 130,1 85,2 130,0 68,5 47,7 0,3 183,1 5,8 14,3 665,0 
Total 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
1 508,6 
(19,3 %) 
1 375,3 
(17,6%) 
1 798,3 
(23,0 %) 
1 536,2 
(19,7%) 
873,6 
(11,2 %) 
1 188,8 
(15,2%) 
986,6 
(12,6%) 
823,2 
(10,5%) 
492,3 
(6,3 %) 
451,5 
(5,8 %) 
10,7 
(0,1 %) 
10,6 
(0,1 %) 
820,8 
(10,5 %) 
1 490,1 
(19,1 %) 
657,2 
(8,4 %) 
469,2 
(6,0 %) 
669,1 
(8,6 %) 
472,3 
(6,0 %) 
7 817,2 (2) 
(100 %) 
7 817,2 (2) 
(100 %) 
2. EAGGF-
guarantee 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
2 489,0 
2 316,1 
1 739,4 
1 450,9 
1 353,0 
1 771,5 
1 273,9 
1 094,9 
601,8 
558,8 
23,9 
23,9 
439,1 
1.153,4 
552.2 
341.3 
806,3 
567,8 
9 278,tf 
9 278,6 
3. EAGGF-guidance 125,1 60,5 31,3 16,3 15,7 1,4 40,5 16,8 16,0 323,6 
< 4. Social Fund 52,7 52,2 29,0 14,6 12,0 0,1 89,5 30,9 3,7 284,8 
uj 5. Regional Fund 42,2 40,6 78,5 6,5 6,0 0,2 59,0 20,5 1,4 254,9 
5 
CO 9.1. Reimbursement of 10 % of own resources 180,3 90,8 96,1 86,5 51,0 0,3 138,1 5,4 13,6 662,1 
Total 
(a) Non-adjusted MCA 
(b) Adjusted MCA 
2 889,3 
(26,7 %) 
2 716,4 
(25,1 %) 
1 983,5 
(18,4%) 
1 695,0 
(15,7 %) 
1 587,9 
(14,7 %) 
2 006,4 
(18,6%) 
1 397,8 
(12,9%) 
1 218,8 
(11,3 %) 
686,5 
(6,4 %) 
643,5 
(6,0 %) 
25,9 
(0,2 %) 
25,9 
(0,2 %) 
766,2 
(7,1 %) 
1 480,5 
(13,7 %) 
625.8 
(5,8 %) 
414.9 
(3,8 %) 
841,0 
(7,8 %) 
602,5 
(5,6 %) 
10 804,0 
(100%) 
10 804,0 
(100 %) 
2. EAGGF- (a) Non-adjusted MCA 2 473,6 2 450,0 1 306,2 1 534,2 789,4 13,6 525,5 573,9 768,1 10 434,5 (3)  
guarantee (b) Adjusted MCA 2 329,8 2 252,9 1 642,6 1 416,9 756,1 13,6 925,7 457,0 639,9 10 434,5 (3)  
3. EAGGF-guidance 118,5 99,4 35,1 25,3 17,1 0,6 64,2 28,2 15,1 403,4 
4. Social Fund 61,4 93,7 156,3 11,1 7,8 0,3 201,9 38,8 24,5 595,7 
< 5. Regional Fund 46,0 103,6 143,7 8,6 3,1 0,3 165,7 32,9 9,1 513,1 
9.1. Reimbursement of 10 % of 
5 own resources 197,5 98,9 96,2 84,9 58,8 0,4 168,6 6,3 14,9 726,6 
O) 9.2. Subsidies and 
92,2 15,0 66,1 173,3 K o> compensations EMS — — — — — 
(a) Non-adjusted MCA 2 897,0 2 845,6 1 829,7 1 664,1 876,2 15,2 1 140,9 746,2 831,7 12 846,6 
Total (22,6 %) (22,1 %) (14,2%) (13,0%) (6,8 %) (0,1 %) (8,9 %) (5,8 %) (6,5 %) (100 %) 
(b) Adjusted MCA 2 753,2 2 643,5 2 166,1 1 546,8 842,9 15,2 1 541,1 629,3 703,5 12 846,6 
(21,4%) (20,6 %) (16,9%) (12,0%) (6,6 %) (0,1 %) (12,0%) (4,9 %) (5,5 %) (100 %) 
(1) Not including payments of 9,9 m.u.a. (Social Fund) for which the breakdown by Member State cannot be ascertained without unwarranted expenditure of 
time. 
(2) Not including payments of 0,7 m.u.a. (Social Fund) for which the breakdown by Member State cannot be ascertained without unwarranted expenditure of 
time. 
(3) For 1979 the breakdown of the annual payments under the EAGGF-guarantee has been established on the basis of the advances paid to  the Member 
States. 
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Table VII 
119. Acflwal owim iresoyirces  b y  M e m b e r  Sllalle (11973-79 )  
Type of own resources: 
(I) = customs duties, agricultural levies, sugar levies 
(II) = VAT, financial contributions (GNP) 
Member 
State 
1973 1974 1975 1976 1977 1978(') 1979 (1) 
m.u.a. % m.u.a. % m.u.a. % m.u.a. % m.u.a. % MEUA % MEUA % 
FR of 
Germany 
I 
II 
Total 
731.2 
600.3 
1 331,5 29,0 
861,4 
554,6 
1 416,0 28,5 
992,4 
662,1 
1 654,5 28,1 
1 187,0 
920,8 
2 107,8 27,3 
1 090,7 
1 028,2 
2 118,9 25,8 
1 811,4 
1 716,1 
(A) 3 527,4 29,4 
(B) 3 737,6 31,1 
1 996,6 
2 245,6 
(A) 4 242,2 29,5 
(B) 4 407,2 30,7 
France 
I 
II 
T o t a l  
448.7 
686.8 
1 135,5 24,8 
562,0 
630,2 
1 192,3 24,0 
595,4 
750,6 
1 346,0 22,8 
742,4 
909,8 
1 652,2 21,4 
707,3 
954,1 
1 661,4 20,3 
909,2 
1 275,4 
(A) 2 184,6 18,2 
(B) 2 315,0 19,3 
1 003,0 
1 720,4 
(A) 2 723,5 19,0 
(B) 2 886,5 20,1 
Italy 
I 
II 
Total 
403,5 
468,7 
872,2 19,0 
508,0 
405,7 
913,7 18,4 
580,6 
449,9 
1 030,5 17,5 
934.3 
382.4 
1 316,6 17,1 
1 191,5 
176,8 
1 368,3 16,7 
954,9 
700,3 
(A) 1 655,1 13,8 
(B) 1 734,5 14,4 
953,7 
747,7 
(A) 1701,4 11,8 
(B) 1 793,2 12,5 
Netherlands 
I 
II 
Total 
280,6 
152,2 
432,8 9,4 
297,9 
154,3 
452,2 9,1 
403,8 
124,5 
528,3 9,0 
586,4 
88,6 
675,0 8,8 
564,5 
136,9 
701,5 8,6 
872,8 
320,4 
(A) 1 193,2 9,9 
(B) 1 238,1 10,3 
836,6 
453,6 
(A) 1 290,2 9,0 
(B) 1 344,1 9,3 
Belgium 
I 
II 
Total 
175,7 
161,6 
337,3 7,4 
215.4 
137.5 
352,9 7,1 
268,2 
.129,3 
397,5 6,7 
371,4 
126,6 
498,0 6,5 
400,6 
116,9 
517,5 6,3 
502,3 
239,8 
(A) 742,1 6,2 
(B) 776,2 6,5 
596,3 
329,6 
(A) 925,8 6,4 
(B) 966,5 6,7 
Luxembourg 
I 
II 
Total 
3,0 
5,2 
8,2 0,2 
4.5 
4,1 
8.6 0,2 
3,5 
6,2 
9,7 0,2 
3.4 
8.5 
11,9 0,1 
2,6 
9,3 
11,9 0,1 
3,7 
9,5 
(A) 13,3 0,1 
(B) 14,2 0,1 
3,9 
14,9 
(A) 18,8 0,1 
(B) 19,4 0,1 
United 
Kingdom 
I 
II 
Total 
402,5 
402,5 8,8 
548,7 
548,7 11,0 
799,6 
799,6 13,6 
1 250,2 
1 250,2 16,2 
1 577,8 
1 577,8 19,2 
1 427,5 
897,7 
(A) 2 325,2 19,4 
(B) 1 843,8 15,4 
1 723,9 
1 302,6 
(A) 3 026,4 21,1 
(B) 2 513,5 17,5 
Ireland 
I 
II 
Total 
12,7 
12,7 0,3 
17,3 
17,3 0,3 
25,2 
25,2 0,4 
39,4 
39,4 0,5 
49,8 
49,8 0,6 
55,4 
32,2 
(A) 87,7 0,7 
(B) 69,3 0,6 
65,3 
41,6 
(A) 106,9 0,7 
(B) 104,6 0,7 
Denmark 
I 
II 
Total 
38,6 
12,6 
51,3 1,1 
52,6 
17,3 
69,9 1,4 
72,4 
29,4 
101,8 1,7 
113,8 
45,4 
159,2 2,1 
120,7 
72,4 
193,0 2,4 
137,0 
138,2 
(A) 275,2 2,3 
(B) 275,2 2,3 
153,4 
183,9 
(A) 337,4 2,4 
(B) 337,4 2,4 
EUR 9 
1 
II 
Total 
2 498,6 
2 087,3 
4 583,9 100 
3 067,7 
1 903,8 
4 971,5 100 
3 741,1 
2 152,0 
5 893,1 100 
5 228,2 
2 482,1 
7 710,3 100 
5 705,7 
2 494,5 
8 200,2 100 
6 674,2 
5 329,7 
(A) 12 003,9 100 
(B) 12 003,9 100 
7 332,6 
7 039,8 
(A) 14 372,4 100 
(B) 14 372,4 100 
(1) In 1978 and 1979 two totals, (A) and (B), are shown: (A) represents total own resources (l + ll), (B) shows the actual shares of the Member States after the 
extra-budgetary financial compensation (Article 131 of the Treaty of Accession). 
236 Official Journal of the European Communities 31, 12. 80 
Part II: The European Development Funds (EDF)  (situation a t3 i  December 1979) 
20. General information on the four Funds 
Summary 
1st EDF 2nd EDF (Yaounde I) 
3rd EDF 
(Yaounde II)  
4th EDF 
(Lom6) 
(a) Legal basis Convention provided 
for under Article 136 
of the Treaty of Rome 
and annexed thereto 
Yaound6 Convention I 
of 20 July 1963 
(OJ No 93, 11. 6. 1964) 
Yaounde Convention II 
of 29 July 1969 
(OJ No L 282, 
28. 12. 1970) 
— Lom6 Convention of 
28 February 1975 
(OJ No L25,30.1.1976)  
— Council Decision 
76/568/EEC of 
29 June 1966 
(OJ No L 176,1.7.1976) 
(b) Financial 
provisions 
— Council Regulation 
No 5 (OJ No 33, 
31. 12. 1958) 
— Council Regulation 
No 6 (OJ No 33, 
31. 12. 1958) 
— Commission Regula­
t ion No 7 (OJ No 12, 
25. 2. 1959) 
— Commission Regula­
t ion No 123 
(OJ No 79, 
30. 8. 1962) 
— Internal Agreement 
(OJ No 93, 
11.6.1964)  
— Council Financial 
Regulation 
64/356/EEC 
(OJ No 93, 
. 11.6.1964)  
— Commission Regula­
t ion No 62/65 
( O J N o 8 1 ,  
11.5.  1965) 
— Council Financial 
Regulation 
71/68/EEC 
(OJ No L 3 1 ,  
8. 2. 1971) 
— Internal Agreement 
(OJ No L 31, 
8. 2. 1971) 
— Council Regulation 
(EEC) No 2798/73 
of 14 May 1973 
(OJ No L 288, 
15. 10. 1973) 
— Financial Regulation 
No 76/647/EEC of 
27 July 1976 (OJ No 
L 229, 20. 8. 1976) 
— Internal Agreement 
of 11 July 1975 
(OJ No L25,30.1.1976)  
last amended on  
19 March 1979 
(OJ No L 7 2 ,  23. 3. 1979) 
— Council Decision 
75/250/EEC of 
21 Apri l  1975 
(OJ No L 104, 
24. 4. 1975) 
(c)  Initial 
allocations 
581,3 m.u.a. 
= 581,3 M E U A ( ' )  
730,0 m.u.a. 
= 730,0 M f l l A  (1) 
900,0 m.u.a. 
= 900,0 M E U A ( ' )  
3 150,0 MEUA 
(d) Financing of the 
initial allocations 
(see also Dia­
gram No 12) 
Contributions f rom the six Community Member States 
(before enlargement) 
Contributions f rom the 
nine Community Member 
States (after enlargement) 
(e)  Duration 
scheduled 
Five years: 1959-64 Five years + extension: 
1964-70 
Five years + extension: 
1971-76 
Five years: 1976-80 
(f) Type of aids 
(see also Dia­
gram No 12) 
Grants Grants and special 
loans 
Grants and special 
loans 
Grants, special loans, 
risk capital, Stabex 
(g) Recipient countries 
and territories 
(see also Table IX) 
Associated African States and Madagascar (AASM) and overseas 
countries and territories (OCT) and French overseas departments (OD) 
African, Caribbean and 
Pacific States (ACP) 
and OCT/OD 
(h) Implementation 
of the EDF 
By the Commission of the European Communit ies 
( i)  Audit By the Audit  Board until 1976; as f rom the financial year 1977 by the Court of Auditors 
of the European Communit ies 
(j) Authority giving 
discharge 
The Council The Council The Council Parliament on  the recom­
mendation of the Council 
(k)  Intervention of the 
European Invest­
ment Bank within 
the framework 
of the EDF 
Conventions 
Loans: 70 m.u.a. Loans: 100 m.u.a. Loans: 400 MEUA 
(1) The European unit of account (EUA) was introduced in the Lorn6 Convention. After the introduction of the EUA in the 4th Fund, it was agreed to adopt the 
conversion rate 1 u.a. = 1 EUA for the first three Funds. 
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Diagram No 12 2 1 .  T h e  four  Funds:  ini t ial  a l loca t ions  a n d  the i r  f inanc ing ,  
t y p e  of a ids ,  ut i l i zat ion r a t e s  
Financ ing by the  
E C  Member  States 
Type  of aids Evo lu t ion  of u t i l izat ion of the  resources avai lab le:  rates of g loba l  commi tments ,  
of f ina l  c o m m i t m e n t s  a n d  of payments.  Resources avai lable in each  year 100 % 
( for  bas ic  f igures see  Tab le  VI I I )  
Q 
UJ 
In i t ia l  a l locat ion:  581,3 M E U A  
L: 0.22 % -
F; 
* . « ,  , 
0: 
G < a " < s  
,00 * 
100 % 
5 0 %  
1 0 %  
- 9 9 . 9  % 
\ 9 9 . 9  % 
99,8 % 
1959 60  61 6 2  63  64  65 66  67  68  69  70  7 1  7 2  73  74 75  76  77  78  79  
O 
lU 
•o 
c 
In i t ia l  a l locat ion:  730,0 M E U A  
L: 0.27 % 
S p e c i a  
l o a n s  
100 % 
50  % 
1 0 %  
-99 ,8  % 
9,3 % 
"98.9 % 
1965 66  67  68  69  70  7 1  7 2  73  74  75  76  77  78 79  
O 
111 
•o 
-CO 
In i t ia l  a l locat ion:  900,0 M E U A  
L: 0,26 % -
BMC • 
n.i'is 
100 % 
5 0 %  
1 0 %  
98,0 % 
93,6 % 
"87 ,8  % 
1971 7 2  73  74 75  76  77  78  79  
• 
UJ 
In i t ia l  a l locat ion:  3 150,0 M E U A  
2.40 % 
0 6 0  K 
0 2 0  % 
c a p i t a l  
3 ? • 
Key: 
D -
F -
I 
NL -
0 -
L -
UK  
IRL 
DK 
Contr ibut ions o l  the  
EC M e m b e r  States 
Grants  
Specia l  loans 
Risk capi ta l  
Stabex 
• FR of Germany 
France 
Italy 
Netherlands 
Be lg ium 
Luxembourg  
United K i n g d o m  
• Ireland 
Denmark 
I 
• 
Cumulat ive 
rates of 
g loba l  
commi t ­
ments 
Cumulat ive 
rates of 
f inal  
commi t ­
ments 
Cumulat ive 
ra tes of 
payments  
1 0 0 %  
H 7 0 , 0 %  
50  °/< 
10 °/< 
47.7 % 
3 1 , 3 %  
1976 77  78  79 
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Table 
< 
3 
LU 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
(%) 
(1) The 
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22. The four Funds: evolution of resources available 
and their utilization 
1st EDF 2nd EDF 3rd EDF 
Initial allocation 
581,3 MEUA 
CO 
r> 
o 
O) </J 
0) 
> 
c Cl> 
E jo 
3 i 
E E 
Z3 o o o 
51,2 
114,7 
286.7 
449.0 
504.5 
539.6 
576.1 
577.8 
577.9 
574.6 
574.3 
574,5 
573.8 
573.2 
570.9 
569,9 
570.7 
570.0 
570.1 
569,9 
569.4 
(99,9%) 
CO 
.E « 
P J2 i§ 
5,1 
13,5 
66,7 
130.4 
233.6 
344.7 
414,7 
481.5 
502.2 
523,5 
534,0 
543.7 
550,0 
558.3 
564.8 
567.4 
569.0 
568.5 
569.1 
568,8 
569,3 
(99,9%) 
d) 
^ ra O CL 
3,4 
19,1 
72,5 
137,7 
221,1 
306,0 
382,7 
444.4 
483.0 
508.7 
524.8 
536.2 
546.3 
556.2 
561,7 
564.1 
567,0 
567.5 
568.3 
568,7 
(99,8%) 
Initial allocation Initial allocation 
730,0 MEUA 900,0 MEUA 
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C
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730,0 
730,0 212,3 48,6 21,9 
730,0 368,1 91,6 53,5 
730,0 474,0 150,0 96,4 
730,0 595,1 259,0 164,2 
731,2 699,8 395,9 253,6 
731,5 710,3 534,9 383,1 
733,0 713,6 602,3 503,6 900,0 232,8 37,2 22,5 
733,6 720,8 645,9 582,2 900,3 438,3 136,2 65,3 
742,5 717,7 667,1 631,7 905,6 637,7 321,4 163,8 
740,0 721,3 686,9 657,5 907,4 790,4 498,9 304,4 
740,0 726,5 697,4 680,9 909,4 856,5 640,6 487,1 
740,6 734,8 709,0 698,1 909,7 875,8 744,0 618,1 
740,8 734,1 723,6 714,4 905,2 875,8 807,8 697,9 
735,0 733,9 728,5 722,3 911,5 893,2 831,1 763,9 
734,5 733,2 729,4 726,4 912,4 894,0 854,3 801,3 
(100%) (99,8%) (99,3%) (98,9%) (100%) (98,0 %) (93,6 %) (87,8 %) 
lifferences between the initial allocations and the resources available are due to transfers of unutilized balances bet 
itions, to Stabex refunds and to miscellaneous revenue. 
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Diagram No 13 
M E U A  
I 
23. The four Funds: evolut ion of annual payments 
4 0 0  
K e y :  
3 0 0  
A n n u a l  p a y m e n t s  
4 t h  E D F  
Annua l  p a y m e n t s  
3 r d  E D F  
A n n u a l  p a y m e n t s  
2 n d  E D F  
Annua l  p a y m e n t s  
1st EDF 
2 0 0  
100 
1st EDF 
2 " d  F D F  
3 r d  E D F  
4 t h  L D F  
1960  
3 . 4  
3.4 
6 1  
15,8  
15,0 
6 2  
5 3 . 3  
53,3 
6 3  
6 5 . 3  
65.3 
6 4  
8 3 . 4  
•3.4 
6 5  
8 4 . 8  
2 1 . 9  
106,7 
7 6 . 7  
3 1 , 6  
108,3 
6 1 . 7  
4 2 , 9  
104,6 
3 8 . 6  
6 7 . 9  
106,5 
2 5 . 6  
8 9 , 4  
115,0 
16.1 
129 .5  
145,6 
11.4  
120 .5  
2 2 . 5  
154.4 
1 0 . 1  
7 8 . 6  
4 2 . 8  
131,5 
7 3  
9 . 9  
4 9 . 4  
9 8 . 5  
1 5 7 , 6  
5 , 5  
2 5 . 9  
140 .6  
172^0 
2 . 4  
2 3 . 4  
182 .7  
208,4 
2 . 9  
1 7 . 2  
1 3 1 . 0  
9 7 . 5  
248.6 
0 . 5  
16.3  
7 9 . 8  
148.1 
244,7 
0.8  
7 , 9  
66.0 
3 2 6 . 3  
401.0 
7 9  
0 . 4  
4 . 1  
3 7 . 4  
4 2 3 . 4  
465,3 
C u m u l a ­
t i v e  
p a y m e n t s  
568,7 
726,4 
801,3 
995,2 
3 091,6 
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Diagram No 14 
25. The four Funds: breakdown of cumulat ive global  commitments 
and cumulat ive payments by recipient country 
( s i t ua t i on  a t  3 1  D e c e m b e r  1979)  
(For detailed f igures see Table IX) 
0 M E U A  5 0  
Recipient countries 
S e n e g a l  
M a d a g a s c a r  
C a m e r o o n  
I v o r y  C o a s t  
Z a i r e  
U p p e r  V o l t a  
C h a d  
M a u r i t a n i a  
C o n g o  
R w a n d a  
B e n i n  
S o m a l i a  
C e n t r a l  A f r i c a n  R e p  
B u r u n d i  
G a b o n  
S u r i n a m  
O t h e r  c o u n t r i e s  
A i d  tor  the benefit  
of several countr ies 
T a n z a n i a  
E t h i o p i a  
K e n y a  
Z a m b i a  
G l o b a l  c o m m i t m e n t s  o f  4 E D F s  
M a l a w i  
S u d a n  
G u i n e a u  B i s s a u  
G h a n a  
U g a n d a  
m m "c S T ?  E CD CO C O —  ^ 
Q. 0 . ™  Q. Q. < 
L i b e r i a  
G u i n e a  
S w a z i l a n d  
S i e r r a  L e o n e  
B o t s w a n a  
J a m a i c a  
L e s o t h o  
G a m b i a  
O t h e r  c o u n t r i e s  
O C T / O D  
0 M E U A  3 0 0  
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Diagram No 15 
2 6 .  T h e  four  Funds :  ut i l i zat ion of resources  ava i l ab le  — by type  of a i d  a n d  pro jec t  
(si tuation at  31  December  1979) 
3 2 0 0  
3 0 0 0  
2 800 
2 6 0 0  
2 400 
2 200 
2 000 
1 800 
1 600 
1 400 
1 200 
1 000 
800 
6 0 0  
400 
200 
K e y :  
— Stages i n  ut i l izat ion:  
I. Cumulat ive g loba l  commi tmen ts  
( f inancing decis ions) 
II. Cumulat ive f inal  commi tmen ts  
(contracts conc luded)  
III. Cumula t ive  payments  
— Amoun ts  u t i l i zed ( I ,  I I ,  I I I ) :  
Capi ta l  pro jects  
Supervis ion of projects 
c Except ional  a id  
| Tra in ing 
Other g ran ts  
F Specia l  loans 
| G | Risk capi ta l  
r i f i  Stabex 
— Amoun ts  n o t  yet u t i l i zed ( I ,  I I ,  I I I ) :  
• s  
3 r d  E D F  
Resources avai lable: 
912,4 M E U A  
1st EOF 
Resources avai lable:  
569,7 M E U A  
2 n d  EOF 
Resources ava i lab le :  
734,5 M E U A  
4 t h  E D F  
Resources avai lable:  
3 181,3 MEUA 
S T  
S T  
ST 
I I I  I I I  
(A) Capi ta l  pro jects  559,9 559.8 559,2 
(B)  Superv is ion of 
pro jects  9.5 9.5 9.5 
(C) Except ional  a id  — — 
(D) Training 
— 
(E) Other  grants — — — 
(F) Specia l  loans 
— — — 
(G) Risk capi ta l  — 
(ST) Stabex 
— 
— — 
Total  569,4 569,3 568,7 
1 I I  I I I  1 I I  I I I  
619,0 615,2 612,3 672.8 636,6 608.6 
20,6 20,6 20,6 37.3 37,3 37,3 
— — — 30.3 30,3 30,3 
26.7 26.7 26.7 44,2 41,4 37,4  
16,9 16,9 16,9 21.2 20,5 20,3 
50,0  50,0 49.9 88.2 88.2 67,4 
733.2 729,4 726,4 894,0 854,3 801,3 
1 I I  I I I  
1 086,6 589,8 318,6 
94,7 94,4 70,5 
110,9 103,5 88,5 < 
99,7 58,7 19,7 Z) III 
134,9 95,6  79,6 5 
331.3 207.7 78,0  
66.6 65,5 43,7  
301.2 301,2 296,6 
2 225,9 1 516,4 995,2 
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Diagram No 16 
27. The  four Funds: ut i l izat ion of resources avai lable — by economic  sector  
(situation at 31  December  1979) 
3 2 0 0  
3 0 0 0  
2 800 
2 600 
2 4 0 0  
2 200 
2 000 
1 800 
1 600 
1 4 0 0  
1 200 
1 000 
800 
600 
4 0 0  
200 
K e y :  
— Stages i n  uti l ization: 
I. Cumulative global  commitments 
(financing decisions) 
II. Cumulative final commitments 
(contracts concluded) 
III. Cumulative payments 
— Amounts ut i l ized ( I ,  II, I I I ) :  
m 
m 
d 
H 
m 
m f l  Stabex 
— Amounts no t  yet ut i l ized: 
m 
Transport and  communicat ions 
Rural product ion 
Education, training 
Industrialization 
Health: hydraulics 
Miscellaneous 
a> n s 
S-o 
V) © 
-D 
2X3 
10 © 
o 
v> 
I! j= o < o 
c " 
l i  < o 
c 3 
g " 9  £ ro 
< a 
• • •  
S m > 
I I I  i n  
3 rd  EOF 
Resources available: 
912,4 MEUA 
2nd  EDF 
Resources available: 
734,5 MEUA 
1st EDF 
Resources available: 
569,7 MEUA 
1 I I  I I I  
(a) Transport and  c o m m u n  2 4 8 . 3  2 4 8 . 3  2 4 8 , 3  
(b) Rural product ion 9 4 , 1  94,1 9 4 . 1  
(c)  Education, training 110,5  110.5 110,2  
(d)  Industrialization 4 , 1  4 , 1  4,1 
(e) Health. 
hydraulics 98.4 9 8 . 3  9 8 , 0  
(f) Miscel laneous 14,0 14,0 14,0 
(ST) Stabex — — 
— 
Total 569.4  569,3 568.7 
1 II I I I  
2 4 5 . 9  245 .4  245 ,0  
2 7 1 , 1  2 6 9 , 6  2 6 8  4 
65 .4  64 .4  6 4 , 3  
4 2 . 3  4 2 . 3  4 2 , 2  
79,1 78 ,3  77,1 
29 ,4  29 .4  29 ,4  
733,2  729,4 726.4 
X 
a 
\ 
a 
a 
b 
b 
/ 
b 
c 
\ e \  d / e  
e 
• r 
1 II i n  
3 3 4 . 9  
236 ,4  
9 9 , 7  
55.1 
333 .6  
2 1 9 . 5  
9 2 . 0  
5 4 . 9  
313 .0  
208 .2  
81.1 
5 2 , 5  
8 3 . 0  
8 4 . 9  
7 0 . 2  
84,1 
6 2 . 8  
83.7  
894,0 854,3 801.3 
4 th  EDF 
Resources available: 
3 181,3 MEUA 
c 
ST  
ST  
d 
I 
ST  
1 I I  I I I  
463 ,6  280.7  139.0  
5 1 8 . 3  280 .0  137.0  
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Diagram No 17 
28.  T h e  fourth F u n d  - Stabex:  cumulat ive  payments  by recipient country 
a n d  by product  
(situation at 31 December 1979) 
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MEUA 
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— Cloves 1.8 
— Cocoa  1,5 
— G u m  arab ic  0.8 
— Timber  0,6 
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— Cent ra l  Afr ican 
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— J i b u t i  
— Rwanda 
— Tuvalu 
Guinea Bissau 8.8 
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Ma l i  5,9 
Togo  3,6 
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Western Samoa  2.8 
Sudan 2,6 
Gambia  2,5 
So lomon Islands 2.2 
Belize 0.3 
New Hebr ides 1,4 
. Fij i 2 .1  
Kir ibat i  2,3 
Madagascar  2,9 
. Sierra Leone 4,0 
C a m e r o o n  4.1 
Ghana 5.2 
Gabon  6,7 
Congo  7,4 
C o p r a  7,8 
I ron o re  7,4 
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Non- re imbursab le  
L iber ia 7,6 
(b )  Payments by product :  
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Ivory Coast  15,0 
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ANNEX II 
T H E  EUROPEAN PARLIAMENT 
Interim reply by the European Parliament to the comments in the report of the Court of 
Auditors for the financial year 1979 
1.27. Carry-overs of  certain appropr ia t ions  
should  have  been approved  by the  Counci l  
unde r  the  procedure  laid d o w n .  
Reply 
This  carry-over was  m a d e  in accordance  
with Parl iament 's  internal procedure  
adop ted  in t he  spirit of Counci l  Resolut ion 
N o  1 recorded in t he  minutes  o f  its meet­
ing of  22. 4. 1970, this Resolution covering 
the  applicat ion b y  Parl iament of  Article 6 
(3) (rev.) of  t he  Financial  Regulation.  
10.4. T h e  institution disregarded t he  provisions 
o f  t he  Staff Regulations in connect ion with 
exceptional  expendi ture  o n  missions b y  its 
officials,  b y  regularly reimbursing them fo r  
such expendi ture  o n  missions t o  Stras­
bourg,  Brussels a n d  Luxembourg.  
Reply 
This fact  reflects a genuine  problem,  t he  
lasting solution t o  which can  only b e  pro­
vided by t h e  establ ishment  b y  m e a n s  of  a 
Counci l  decision t o  this ef fect  of  measures  
t o  u p d a t e  mission al lowances.  
10.24. In  considering the  enti t lement o f  officials 
t o  t o  t he  al lowance fo r  persons treated a s  
10.26. dependen t  children, the  weighting used in 
calculating this charge ha s  no t  been  
upda ted  by Parliament in the  s ame  way a s  
b y  the  other institutions. 
Reply 
Pending the  adopt ion  of  c o m m o n  rules a t  
inter-institutional level, Parl iament has  con­
t inued  t o  apply  t o  existing beneficiaries the  
weighting prevailing in their case if t he  
new weighting would  have  mean t  loss of  
the  al lowance.  Parliament considers tha t  
the  ' s ta tus  q u o '  is just i f ied by  t he  social 
na ture  of this al lowance a n d  the  excep­
t ional  nature  of its payment .  
10.40. T h e  Bureau of the  previous Parl iament 
t o  decided t o  apply  t o  its Secretary-General 
10.43. Article 50 of  the  Staff Regulat ions:  retire­
men t  in the  interests of t he  service, t o  ena­
ble  the  new,  elected Parl iament t o  dispose 
of  t he  post  in quest ion as  it saw fit. 
T h e  Bureau could have  appl ied  the  provi­
s ions of  Article 15 of the  Staff  Regulat ions:  
leave o n  personal grounds,  rather t h a n  
those  of  Article 50 fo r  t he  period of t he  
parl iamentary manda te  fo r  which t he  
Secretary-General was  a candida te  (May  
1979). 
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Reply 
(a) While Article 40 (4) (c) of the Staff 
Regulations provides that an  official 
on leave on personal grounds may b e  
replaced, Article 40 (4) (d) provides 
that, again at his request, this official 
must b e  reinstated in any vacancy cor­
responding to  his grade. As the post of 
Secretary-General is the only one  cor­
responding t o  that grade, the Bureau 
of the old Parliament felt that the 
interests of the service did not  allow it 
t o  limit the freedom of the new Parlia­
ment  t o  choose its Secretary-General 
or dispose of that  post how a n d  when 
it saw fit. It therefore decided that well 
before the European elections the offi­
cial concerned would immediately a n d  
finally discontinue his duties. 
(b) The question of applying Article 50 
rather than Article 40 of the Staff 
Regulations was put  t o  the appropriate 
committee of the new Parliament. The  
rapporteur of the latter, after tho­
roughly examining the  question, sub­
mitted conclusions which enabled that  
committee t o  state its conviction that  
the Bureau had correctly applied the  
appropriate provisions of the Staff 
Regulations in this case. 
10.44. The European Parliament, knowing that its 
and  operating budget was purely administrative 
10.45. a n d  did not  include the item which the  
Commission,  for  its part, 'could use, has 
infringed Article 205 of the E E C  Treaty by 
using its budget to  grant 'a id  t o  the Indo-
chinese refugees. 
Reply 
In taking its decision in the plenary sitting 
of 10.7. 1979, Parliament considered that  
the highly humanitarian nature a n d  
extreme urgency of this aid took preced­
ence over the letter of the regulatory provi­
sions quoted by the Court  of Auditors. It 
has already replied t o  the Court  by letters 
of 16 April a n d  5 June  1980. 
11.12. The Court notes that the publications of 
the Communi ty  cost the latter 45 M E U A  
per annum,  two-thirds of which are for  
publications for external distribution. It 
has provided the institutions with the  
information obtained from the survey it 
has carried out  on this subject. 
Reply 
Parliament will give its opinion on  this 
point  within the discharge procedure. It is 
clear that there could only be  a concerted 
policy on Communi ty  publications at the 
initiative or o n  the intervention of the Of­
fice for  Official Publications. 
11.16. For information 
Regarding the accounts connected with the 
use made  by the political groups of the 
'election' f u n d s  paid t o  them, the Court  
has been given the option of applying 
directly t o  the groups. It is at present Con­
t inuing its audit  on  these documents.  
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ANNEX III 
T H E  C O U N C I L  
The Council's replies t o  the comments of  the Court of  Auditors concerning the financial 
year 1978 
PRELIMINARY COMMENT 
T h e  Counc i l  w o u l d  rei terate  its wish t h a t  t h e  c o m ­
m e n t s  b y  t h e  C o u r t  o f  Audi to r s  o n  each  ins t i tu t ion 
s h o u l d  b e  b rough t  toge ther  in a s epa ra t e  pa r t  o f  t h e  
C o u r t ' s  repor t .  
CHAPTER 1 O F  THE COMMENTS 
Omiss ion  f r o m  accoun t ing  regula t ions  
1.37. Measures implementing the Financial Regu­
lation 
T h e  Counc i l  will no t i fy  t h e  C o m m i s s i o n  o f  
its conc lus ions  a t  t h e  very earl iest  o p p o r ­
tun i ty  s o  t h a t  t h e  C o m m i s s i o n  c a n  t h e n  
d r a w  u p  t h e  f ina l  text  o f  t h e  i m p l e m e n t i n g  
measures  app l i cab le  b y  all t h e  ins t i tu t ions .  
10.6. 'International organization' 
T h e  Counc i l  no t e s  t h a t  t h e  C o u r t  o f  Aud i ­
to rs  d o e s  n o t  sha re  t h e  view r eached  o n  
this  b y  t h e  H e a d s  o f  Admin i s t ra t ion  o n  
21 M a r c h  1980. 
T h e  Counc i l  a sks  t h e  H e a d s  o f  Admin i s ­
t ra t ion  t o  re -examine  this  ques t ion ,  h a v i n g  
regard  t o  t h e  c o m m e n t s  b y  t h e  C o u r t  o f  
Audi tors .  
11.7. Absence of  common standards of  quality 
and cost for off ice  supplies and equipment, 
etc. / 
Accord ing  t o  Article 106 o f  t h e  F inanc ia l  
Regula t ion ,  t h e  C o m m i s s i o n  shal l  a d o p t  
i m p l e m e n t i n g  measures  f o r  t h e  F inanc ia l  
Regula t ion  in  consu l ta t ion  with t h e  C o u n ­
cil a n d  t h e  E u r o p e a n  Par l iament .  
U n d e r  cover  p f  a letter d a t e d  5 Augus t  
1980, which  r eached  t h e  C o u n c i l  o n  
16 Sep t ember  1980, t h e  C o m m i s s i o n  for­
w a r d e d  t o  t h e  C o u n c i l  t h e  d r a f t  Regula t ion  
o n  these  measu re s  a n d  a s k e d  it t o  o p e n  t h e  
consu l ta t ion  p rocedure .  
T h e  Counc i l  no t e s  t h a t  a n  inter-inst i tu­
t iona l  Work ing  Party o n  t h e  H a r m o n i z a ­
t ion  o f  P rocurement  Procedures  h a s  b e e n  
es tabl ished f o r  several years.  
I t  p roposes  t o  review, in  c o n j u n c t i o n  wi th  
t h e  representat ives  o f  t h e  o the r  ins t i tu t ions ,  
whether ,  in add i t ion  t o  th is  work ing  par ty  
it w o u l d  b e  adv isab le  t o  set  u p  a Cen t ra l  
C o m m i t t e e  o n  Procurements  a n d  C o n ­
tracts,  a s  suggested  b y  t h e  C o u r t  o f  Aud i ­
tors.  
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ANNEX IV 
T H E COMMISSION 
Replies to the comments of tliie Court of Auditors concerning the financial year 1979 
(Articles 78 f / E C S C ,  206 /EEC,  180/Euratom) 
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I N T R O D U C T I O N  
2. and 3. The Commission regrets that the Court 
of Auditors did not pay more attention to  the Com­
mission's efforts to improve implementation of the 
budget and too often restricted itself to  criticism. 
The Commission would like to see this imbalance in 
the report of the Court of Auditors corrected; the 
Court evaluates the Commission's activities from a 
negative point of view rather than from a positive 
one  and in consequence finishes u p  with an assess­
ment which does a disservice to Community integra­
tion. 
6. The Commission had noted that the Court of 
Auditors, in some parts of its report for 1978, saw fit 
to add its own 'assessments' to  the replies of the 
institutions to the comments contained in the draft 
report adopted in July 1979. 
The Commission, for its part, considers that this 
practice is contrary to Article 78 f of the ECSC 
Treaty, Article 206 of the EEC Treaty and Article 
180 of the EAEC Treaty. The fourth paragraph of 
these articles states that the annual report of the 
Court of Auditors 'shall be  forwarded to  the institu­
tions of the Community and shall b e  published, 
together with the replies of these institutions to the 
observations of the Court of Auditors, in the Official 
Journal of the European Communities'. The Commis­
sion considers that the Official Journal should pub­
lish only the annual report of the Court of Auditors 
and the replies of the institutions and nothing else. 
P A R T I  
CHAPTER 1 — G E N E R A L  C O M M E N T S  
1.4. and 1.5. The Commission has amended the 
revenue and expenditure account in line with the 
Council decision. The budgetary authority and the 
Court of Auditors were informed of this change on 
20 October 1980. 
1.6. The Commission would like to  draw atten­
tion to its reply to point 8.1 of the second part of the 
Court of Auditors' report. 
1.10. and 1.11. The Commission, which proposed 
the transfer complained about by the Court of Audi­
tors, and the Council and the Parliament, which 
adopted this transfer, consider this operation legal. 
The principle of annuality is not in question as the 
commitments and payments were all made during 
the financial year in question, i.e. 1979. 
1.13. to 1.15. Like the Court of Auditors, the Com­
mission has found that the out-turn for 1979 is not 
yet satisfactory, at least as regards differentiated 
appropriations, but nevertheless notes a substantial 
improvement in some sectors if one considers the 
rates of utilization for the appropriations available 
for 1978 and 1979. This applies in the case of the 
appropriations for payment available for the three 
structural funds  in 1979; the rates of utilization were 
as follows for 1979 and 1978: Social Fund (71-8 % /  
48-7%);  Regional Fund (60%/42%);  E A G G F  
Guidance Section (48 %/34 %). This trend reflects 
the positive results of the measures implemented at 
the Commission's initiative in cooperation with the 
Member States. A study is currently being con­
ducted into the means likely to accelerate payment 
procedures and thus constantly improve the utiliza­
tion of funds.  
The utilization of differentiated appropriations — 
excluding appropriations for payment automatically 
carried over — is admittedly less satisfactory. This is 
particularly due to the volume of carry-overs from 
1978, of which almost 3 0 %  were used on a priority 
basis — to prevent the appropriation from being 
cancelled — for clearing commitments entered into 
during the financial year. The large number of 
carry-overs, due to the arbitrary nature of forecast­
ing, has prompted the Commission to review the 
machinery for forecasting expenditure; this has 
brought about a 3 -48% reduction for 1980 in the 
appropriations for payment in connection with 
non-compulsory expenditure, i.e. the main part of 
non-differentiated appropriations. 
The Commission would like to reiterate that it can­
not influence the rate of utilization of appropria­
tions in several cases as this mainly depends on the 
Member States which receive these appropriations. 
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1.21. The  situation of payments against differen­
tiated appropriations for  1979 is far  better than  in 
the previous financial year. The  procedures imple­
mented t o  accelerate payments f rom the  Social 
Fund,  Regional Fund  a n d  the E A G G F  Guidance  
Section have contributed to  this improvement even 
if the results obtained have not  been as fast as 
expected. Furthermore, in most cases, 1979 may b e  
considered as the first year in which the system 
operated a n d  the results can only really b e  assessed 
f rom 1980 onwards.  
1.22. The third supplementary a n d  amending 
budget for  1979 was needed to  cope with the addi­
tional requirements . of appropriations by the 
E A G G F  Guarantee Section as a result of the signifi­
cant trend on  some agricultural markets a n d  the 
effects on  expenditure caused by the Council  Deci­
sions of 22 June  1979 on agricultural prices a n d  
related measures. 
The appropriations made  available by this supple­
mentary budget could not  be used until this late 
stage because the budgetary procedure was not  com­
pleted until 13 December 1979 despite the fact that  
the preliminary draf t  which the Commission had  
adopted in principle on  26 September 1979 was sub­
mitted to  the budgetary authority on  16 October. 
Like the Commission,  the budgetary authority con­
sidered that this supplementary budget was neces­
sary. The varying assessments which it has been pos­
sible to  make after the event cannot  call into ques­
tion the value of the judgment  of three institutions 
on  the basis of the factors known at the t ime it was 
made.  
1.29. The amount  of 203-5 M E U A  is contained 
in the consolidated balance sheet a n d  the  financial 
balance sheet drawn u p  on  31 December 1979. 
As regards the adjustments  relating to  the deprecia­
tion of intervention stocks, the Commission would 
like to  refer to  its reply to  points 2.12-2.17 a n d  t o  
point  4.45. 
1.35. 1. In the two cases brought u p  by the Court  
of Auditors, the lump-sum payment by the  Commis­
sion of the  updated  amount  of interest rate subsidies 
is provided for  in the regulations applicable in this 
sector. 
As regards the European Regional Development 
Fund  (ERDF) ,  the final subparagraph of Article 
4 (b) of Council Regulation N o  724/75 of 18 March 
1975 establishing a European Regional Develop­
ment  Fund  (OJ L 73 of 21 March 1975, page 1), as 
amended  by Regulation (EEC)  N o  214/79 (OJ L 35 
of 9 February 1979, page 1), states that  'The Fund ' s  
assistance may consist wholly or in part of a rebate 
of three percentage points on  loans made  by the 
European Investment Bank, pursuant  t o  Arti­
cle 130(a) a n d  (b) of the Treaty, in the  regions a n d  
areas referred to  in Article 3 of this Regulation. In  
that event, the aid from the Fund  shall be  paid t o  
the Bank in pne  instalment, the rebate being a capi­
talized sum expressed as a percentage of the invest­
ment. '  
As regards the EDF ,  Article 5 (4) of Protocol N o  2 
o n  the application, of financial a n d  technical coop­
eration of the ACP-EEC Convention of Lome, 
signed on  28 February ,1975 (OJ L 25 of 30 January 
1976, page 104) states that 'The aggregate amount  of 
interest rate subsidies, calculated in terms of its 
value at the time of the signature of the  loan con­
tract at a rate a n d  according to  rules t o  b e  laid down 
by the Community,  shall be  charged against the 
amoun t  of grant aid specified in the first indent  of 
point  1 (a) of Article 42 of the Convention a n d  shall 
be  paid directly to  the Bank.'  
The Commission does  not  share the Court  of Audi­
tors'  opinion a n d  would like t o  refer t o  its reply t o  
points 4.14-4.18 for  further details. 
1.30. The Commission would like t o  refer to  its 
reply to  points 2.12-2.17and point  4.45. 
1.31. The Commission would like to  refer t o  its 
reply to  points 4.36 a n d  4.37. 
1.32. As regards the  E A G G F  expenditure charged 
to  the financial year 1980 (203 MEUA),  the fact that  
the  amount  in question was not  deducted f rom the  
balance for  the financial year is in accordance, with 
the  correct application of  the  principles of account­
ancy in this sector. 
2. The clearance of an  amount  t o  b e  paid over a 
number  of years by means  of the lump-sum pay­
ment  of an  updated amount  is a banking technique 
which is generally accepted a n d  practised by the 
European Investment Bank. It has the advantage of 
obviating the need for  repeated detailed calcula­
tions and annual clearance operations and avoids 
any problem which may arise from the provision of 
the f u n d s  needed t o  cover payments d u e  in future 
years. 
The  mechanism for  calculating this type of payment  
by the Commission is laid down in the agreements 
concluded with the EIB. 
As regards the  latter point,  the methods  for  paying 
the interest rate subsidies must meet the needs of the 
investors. Some investors prefer t o  have additional 
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financial support immediately at the cost of main­
taining the initial rate of interest throughout the 
duration of the loan;  others opt instead for a reduc­
tion in the long-term interest burden. 
This possibility is deliberately left open to investors 
and the Commission has n o  overriding reasons to  
impose one system or the other. The important factor 
is to provide an incentive for the achievement of the 
investment projects which are subsidized in this 
way. 
In view of the mandate given to the EIB for admin­
istering the interest rate subsidies and in view of the 
EIB's direct negotiations with the investors, it has 
proved more practical to leave the choice of systems 
to the parties concerned and to maintain budgetary 
neutrality by systematically paying to the Bank the 
updated value of each interest rate subsidy. 
1.37. The Commission had deferred the updating 
of the regulation concerning the 'implementing 
rules' pending the Council's decision on several pro­
posals presented by the Commission in connection 
with the Financial Regulation (in particular borrow­
ing and lending activities and the application of the 
EUA). 
Because of the considerable delay which has 
occurred in this respect, the Commission decided 
not to postpone this updating any longer and  on 
5 August 1980 sent all the institutions, for consulta­
tion, the draft of the updated text which it intends to 
adopt. Adoption will take place as soon as the con­
sultation procedure is completed. 
1.38. and 1.39. The Commission shares the opi­
nion of the Court of Auditors and would like the 
Council and the Parliament to continue to examine 
its proposal and finally adopt  the regulation apply­
ing the EUA. Meanwhile, the Commission has 
decided to incorporate a number of technical and 
accounting provisions in the draft text of the regula­
tion on the detailed rules for implementing the 
Financial Regulation, as mentioned above. 
1.40. In accordance with Article 107 of the Finan­
cial Regulation, the Commission will soon present 
its proposal for revising this text. The Commission 
wishes to comment that it is hardly feasible at the 
same time to make the amendments to the regula­
tion on the detailed rules for implementing the 
Financial Regulation. Indeed, the new Financial 
Regulation must be  adopted before it is known what 
new or amended provisions will require the drafting 
of new implementing rules or rules which are 
revised vis-a-vis the updated provisions mentioned 
in point 1.37 above. 
It will also be  noted that the decision-making proce­
dure is not the same for the Financial Regulation 
and for the implementing rules. The implementing 
rules are adopted by the Commission following con­
sultation of the European Parliament and the Coun­
cil, and the opinion of the other institutions, while 
the Financial Regulation is adopted by the Council 
following consultation of the European Parliament 
and the opinion of the Court of Auditors. 
CHAPTER 2 —ACCOUNTING MATTERS 
2.1. and 2.2. The Commission notes the import­
ance the Court of Auditors attaches to its study on 
the Commission's accounting systems and control 
procedures, of which it has already given the Euro­
pean Parliament advance notice. Any. lessons to  b e  
learned from this report will be  carefully studied by 
the Commission. 
Existing procedures are the culmination of a long 
period of cooperation between the Commission and 
the previous auditing body, the Audit Board of the 
European Communities. The Commission considers 
it only advantageous to continue collaborating with 
the Court of Auditors in this way. 
2.3. and 2.4. The Commission appreciates the fact 
th^t the Court of Auditors notes with satisfaction 
that there has been some improvement in 1979 as it 
thereby recognizes the Commission's will to  make 
the best possible use of the Court's comments and 
suggestions. For it to  d o  so in the future, it will b e  
essential for the Commission to have a copy of the 
above-mentioned study, irrespective of the action 
taken on the comments in the Court's annual report. 
However, it is to be  feared that, in view of the budg­
etary authority's restrictive policy with regard to  
staff and because of other priorities, the Commis­
sion will be  unable to  make the necessary additional 
staff available to  the service involved. 
The corrigendum to the revenue and expenditure 
account — issued this year because the data con­
cerning non-automatic carry-overs were not availa­
ble when the revenue and expenditure account itself 
was established — provided the opportunity for 
meeting the Court of Auditors' requirement wher­
ever this seemed possible. 
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This time the Commission has entered loans for 
migrant workers under capital, as requested by the 
Court of Auditors in its comments on the 1979 
financial year sent to the Commission on 15 July 
1980. 
The Commission has also drawn u p  a summary con­
solidated revenue and expenditure account as 
requested by the Court of Auditors. 
The Commission has also taken into account the 
Court of Auditors' communication giving the Court 
of Auditors' own fixed assets — after the revenue 
and expenditure account had been drawn up. 
2.5. As it points out, the Court of Auditors has 
not entered into detailed discussions with the Com­
mission about the problems raised in point 2.5. The 
Commission regrets this. It is convinced that such 
discussions would have meant that several com­
ments became superfluous. 
As  concerns the 203-5 MEUA relating to the E A G G F  
Guarantee Section, for the reasons given in reply to 
points 4.14 to 4.18, the Commission does riot share 
the Court of Auditors' views. 
As regards the clearance of suspense accounts, 
which involves very small amounts, the Commission 
would point out that it is not at present in a position 
to enter under assets certain details based more or 
less on estimates which do  not derive from an 
accounting entry in the strict sense, although its 
departments keep a close watch on certain situa­
tions. Examples would be the value of certain stocks 
and even the value added tax recoverable from 
Member States. 
It should also be pointed out that if certain stocks 
— e.g. stocks of stationery — were to be entered, 
this would represent a great deal of extra work 
which it would be hard to justify given the arbitrary 
nature of the valuations. 
By contrast, the Commission is ready to have this 
kind of information included in its accounting sys­
tem as and when money, staff and equipment per­
mit. It is making several proposals to amend the 
Financial Regulation. 
2.6. to 2.9. The procedure of entering all budget 
appropriations carried forward under liabilities is 
the consequence of the provisions of Articles 5 and , 
6 of the Financial Regulation. 
The Commission is not in a position to differentiate 
between, and estimate, the budget appropriations 
carried over, as suggested by the Court of Auditors. 
In several instances such operations would be 
purely theoretical, uncertain and hence without 
meaning. Furthermore the Commission considers 
that such a practice would be  inconsistent, as it 
could not be reconciled with the grounds submitted 
with applications for non-automatic carry-overs. 
Table 1 on page 37 shows precisely how hazardous 
an exercise of this sort can be. , 
The Commission would point out that from now on 
non-automatic carry-overs will be examined by the 
European Parliament to which the Commission has 
already stated that, in the next revenue and expendi­
ture account, the details in respect of E A G G F  Guid­
ance Section carry-overs will be clearly set out. 
2.10. The doubts expressed by the Court of Audi­
tors with regard to the efficiency of financial man­
agement match the concern the Commission has 
itself expressed on numerous occasions. 
In this connection it should be pointed out that the 
Commission all too often has to depend on the 
Member States, particularly as regards payments in 
respect of the Social Fund, the Regional Fund and  
the E A G G F  Guidance Section, concerning which 
the Commission has made considerable efforts to 
make management more efficient. 
Also the financial rules governing this aspect 
include procedures which can cause unforeseeable 
delays for political and institutional reasons. 
Finally, further delay is caused b^  the fact that all 
controls, including, where necessary, on-the-spot 
controls, have to be  made beforehand. 
The information requested by the Court of Auditors 
on the use made of carry-overs is included in the 
revenue and expenditure account, arid in the ana­
lysis of financial management which accompanies 
the revenue and expenditure account and is for­
warded, together with the revenue and expenditure 
account, to the budgetary authority arid the Court of 
Auditors. It is not possible to include data relating 
to  the non-utilization of appropriations in the bal­
ance sheet. 
2.11. Whilst awaiting the Court of Auditors' 
study (which might- lead the Court of Auditors to  
issue an opinion on the current rules), the Commis­
sion considers it reasonable not to change existing 
procedures and thereby pre-judge future develop­
ments. 
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2.3. to 2.11. As an overall conclusion on the com­
ments made in points 2.3 to 2.11, the Commission 
notes that the Court of Auditors' comments and 
suggestions d o  not call into question the accounting 
procedures applied by the Commission. 
2.12. to 2.17. The Commission is ready to  include 
in the financial statements for the next financial 
year summary explanatory notes which should meet 
the Court of Auditors' wishes about making the bal­
ance sheet easier to  read. Any information of this 
type must not duplicate the analysis of financial 
management which is drawn u p  at the same time as 
the revenue and expenditure account to  enable the 
budgetary authority to have full insight into the 
implementation of the budget. 
Turning more particularly to point 2.14, the Com­
mission would point out that the consolidated bal­
ance sheet was provided when the financial state­
ments for 1979 were drawn u p  and that a consoli­
dated revenue and expenditure account (based on 
the model included by the Court of Auditors in the 
corrigendum to the revenue and expenditure 
account) has now been included. The Commission 
does not accept the arguments in the last indent of 
point 2.16 and would make the point that conver­
sion based on 31 December exchange rates would 
not obviate all technical difficulties since, apart 
from constituting duplication of work (because the 
opening balance has to be  calculated all over again 
at 1 January rates), this wo.uld alter the total appro­
priations to be carried over and might easily lead to 
overruns. Such an undertaking would add nothing 
useful for the purposes of control. 
The Commission is also of the opinion that there is 
n o  call for including estimated future losses on 
intervention stocks (first indent of point 2.17) in the 
financial statements. 
For the purpose of intervention stocks, appropria­
tions are based on the inventory value of stocks in 
hand at the beginning of the financial year which is 
practically equivalent to purchase value less (where 
appropriate) a sum for depreciation. 
For the Community, the difference between inven­
tory value at the end of a financial year and market­
ing value is the potential cost. The market value 
fluctuates considerably depending on the market 
situation and forecasting costs is therefore a very 
uncertain matter. 
Besides, the purchasing of stocks, is not financed by 
the EAGGF,  so it does not involve the tying-up of 
Community funds ;  this only occurs when the Com­
munity intervenes to finance the difference between 
the inventory value and the marketing value of 
stocks put on the market by Member States. 
As for disclosing any actuarial deficit in the pension 
scheme (fifth indent of point 2.17), the Commission 
does not see how information of this type could be  
fitted into the financial statements it publishes at 
the end of a financial year, since the notional deficit 
is not an accounting item. It should be  remembered 
that pensions are not funded.  
2.18. With a few changes, Table 2 drawn u p  by 
the Court of Auditors has been included in the 
above-mentioned corrigendum. 
2.19. The Commission declares that the amended 
balance sheet of the Communities established on 
31 December 1979, which was forwarded to Parlia­
ment, the Council and the Court of Auditors on 
20 October 1980, satisfactorily reflects the assets and 
liabilities situation, as required by the Financial 
Regulation, and is a true and fair view of the state of 
the institutions' affairs. 
The Commission confirmed that it is prepared to  
make as many improvements as possible along the 
lines indicated in the answers given to the various 
points of Chapter 2. It stresses that n o  progress in 
this direction will be possible unless the resources 
and technical equipment of its services are 
increased. 
It appreciates that the Court of Auditors has noted 
with satisfaction that some progress has already 
been made in spite of the difficulties experienced by 
the Commission. The Commission will continue 
working with the Court of Auditors in the same 
spirit of cooperation. 
CHAPTER 3 — R E V E N U E  
3.12. The Court's recommendation requires 
national inspection authorities to cease giving prior 
approval to orders to remit funds  to the Community 
budget which are made out in national currency. 
They may approve only such orders as are made out 
in EUA;  the staff responsible for this procedure 
would therefore have to convert such amounts on 
the day the operation is made. 
Since the EUA exchange rates are not decided until 
approximately 15.30 hours each day, the inspection 
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authorities would no t  have the  t ime to  approve  the  
conversion before  the  payment  is m a d e ;  a situation 
might even arise where the  paying agencies would  
f ind  it difficult  t o  make  the  payments  within the  
prescribed time-limits. 
In any  event,  the  Commission will raise the  matter  
again with the  appropr ia te  national  authorities. 
3.17. T h e  first supplementary a n d  amend ing  
budget  was no t  adop ted  until 25 April 1979. In view 
of  the  administrative difficulties tha t  such a short 
deadl ine  (of seven days) caused fo r  a number  of  
Member  States a n d  their national inspection author­
ities, the  Commiss ion suggested tha t  the  necessary 
ad jus tments  should b e  m a d e  o n  1 J u n e  instead of  1 
o r  2 May 1979. 
T h e  Commiss ion will re-examine this problem when 
Regulation N o  2891/77 next comes  u p  fo r  revision. 
In the  meantime,  it will take  whatever practical ac­
tion is necessary t o  ensure  compliance with these 
statutory deadlines.  
3.18. T h e  problem raised by the  Cour t  will be  
dealt  with under  the  next review of  the  Financial 
Regulation, preparat ions for  which are n o w  being 
m a d e  by the  Commission.  
3.21. T h e  Commiss ion  is aware of the  fact tha t  
t he  procedures involved in the  levy system are com­
plex, bu t  this complexity arises f rom the need  t o  
take  the  fullest possible account  of economic  a n d  
commercial  realities. T h e  Commiss ion has  in fac t  
simplified a number  of procedures where normal  
developments  in the  markets have permitted.  For  
example,  the  f requency with which levies in the  milk 
sector are fixed has  been reduced f rom twice t o  once  
a month .  T h e  Commiss ion will cont inue  t o  simplify 
procedures bu t  it must  b e  remembered that  — in 
m a n y  sectors of  the  c o m m o n  agricultural policy — it 
has  t o  contend with rapidly-changing market  situa­
tions. 
Simplifications fo r  purely, administrative ends  are 
no t  advisable.  Any re-arrangement of tariff headings  
could easily lead t o  distortions of competi t ion a n d  
a n y  incomplete  ad jus tment  of levies t o  the  changes 
in world market prices could give rise t o  speculation 
because operators  naturally seek the  most  competi­
tive import  rates. 
3.22. It is t rue that  abolition of  such netting-off 
procedures would  render  the  accounts  clearer f rom 
the  point  of view of financial analysis bu t  this 
would  b e  difficult  t o  introduce given the  provisions 
of  the  Accession Treaties, the  changes int roduced 
since 1973 in respect of monetary compensatory 
amoun t s  a n d  the  a d d e d  complicat ions involved fo r  
bo th  operators a n d  administrative departments .  
/ 
T h e  Accession Treaty for  the  Uni ted Kingdom,  
Denmark  a n d  Ireland stipulated tha t  the  'accession '  
compensatory amoun t s  (applied from. 1973 t o  1978) 
were t o  b e  deducted  f rom the levies a n d  re funds .  
Where necessary, these accession compensatory  
amoun t s  were weighted by monetary coefficients  
identical t o  those appl ied t o  levies a n d  re funds .  
Furthermore,  t o  avoid complicating the  system even 
more,  Counci l  Regulation N o  974/71  introduced 
arrangements  whereby the  levies a n d  r e funds  were 
likewise corrected by  the  M C A s  so  that  the  operator  
h a d  only o n e  a m o u n t  t o  pay or  t o  collect, this 
a m o u n t  comprising all monetary a n d  accession-type 
adjus tments .  T h e  Greek Accession Treaty conta ins  a 
similar provision t o  that  covering the  first enlarge­
ment  of the  Communi ty .  
T h e  Commission would also point  ou t  that  the  ser­
ious problem of the  MCAs, is  gradually being eased 
a n d  that  its impact  o n  the  budget  is diminishing.  
3.24. a n d  3.25. There are n o  grounds  fo r  concern 
over the  fact  that  the  sequence of  weighing opera­
t ions for  bulk goods  imported by ship  — such as  
wheat  — are generally carried ou t  b y  the  port  au­
thorities: apar t  f rom the  ' communi ty  of  interest '  
l inking these authorities with the  Cus toms,  referred 
t o  in the  Court ' s  report ,  fur ther  reassurance is pro-
' vided b y  general surveillance of  the  Cus toms  during 
weighing operat ion.  As t o  the  inevitable delays 
which build u p  during such operat ions,  it is usually 
only when the  last consignments  are  of f - loaded tha t  
shortages o r  surpluses are discovered, as  compared  
with the  tonnages  stated in the  manifest .  However,  
t he  Commiss ion normally seeks the  collaboration of 
t he  nat ional  authorities t o  ensure tha t  these delays 
are  kept  within reasonable  limits. 
As  fa r  as. its usual inspections are concerned,  espe­
cially of own resources, the  Commiss ion  will pay  
particular at tention t o  the  comments  of the  Cour t  of  
Auditors.  
3.33. Under  Article 1 of Counci l  Regulation 
N o  2891/77 of 19 December  1977 implementing the  
Decision of  21 April 1970 o n  the replacement  of  the  
financial contributions of Member  States by  the  
Communi ty ' s  o w n  resources, own resources are  
established by the  Member  States in accordance  
with their laws, regulations and  administrative pro­
visions. 
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T h e  o w n  resources system is therefore largely based  
o n  a wide range of nat ional  procedures borne  of the  
dif ferent  administrat ive structures in the  Member  
States. T h e  Commiss ion  canno t  challenge these 
structures simply because  it wishes t o  s tandardize 
procedures.  Nevertheless, it is constantly a t  pa ins  t o  
detect  cases where t he  Communi ty ' s  rights are 
af fec ted  o r  where there is inequality in the  t reatment  
of  taxable  persons a n d  t o  rectify these si tuations by  
the  appropr ia te  means .  
3.34. t o  3.37. In its reply t o  the  Cour t ' s  comments  
concerning t he  f inancial  year 1977, the  Commiss ion  
poin ted  ou t  that  it had  entered into discussions with 
representatives of  the  Member  States t o  clarify the  
legal situation a n d  t o  ensure  that  there was  full  com­
pliance with Communi ty  law. T h e  work under taken 
in the  meant ime has  no t  yet led t o  a n y  concrete 
results bu t  could form the  basis fo r  a more  compre­
hensive policy a imed  at providing a solution which 
— whilst taking d u e  account  of  nat ional  policies o n  
de fence  — remained compat ible  with the  bas ic  
objectives of  Communi ty  policy. As the  Commis­
sion has  already pointed ou t  in its answer  t o  Written 
Quest ion N o  277 /80  by M r  Radoux ,  'it is currently 
searching, together with the  Member  States, fo r  a 
solution enabl ing uni form rules t o  app ly  throughout  
t he  Communi ty  in full  compl iance  with t he  provi­
s ions  of  the  E E C  Treaty relating t o  decisions alter­
ing o r  suspending C C T  dut ies '  ( ' ) .  
T h e  Commiss ion  will cont inue  its work in this com­
plex a n d  diff icult  area with a view t o  reaching t he  
solution out l ined above  as  soon  as  possible.  
emphasizing that  it was the  sole responsibility of the  
Member  States t o  give practical expression t o  these 
ideas (see Article 16 of Commiss ion Regulation 
( E E C )  N o  223/77).  
* 3.60. With regard t o  the  establishment of  duties,  
the  Interdepartmental  Coordinat ion G r o u p  set u p  b y  
the  Commiss ion has  submitted its report.  A m o n g  
other  things, the  report  confirms that  ma jo r  dispari­
ties exist between the  Member  States in deciding the  
m o m e n t  of  establishment of the  o w n  resources, a n d  
consequently,  of their collection by  the  Communi ty .  
It concludes with a ca l l . for  Commiss ion action t o  
br ing abou t  greater harmonizat ion in the  establish­
ment.  procedures a n d  in the  making  available of  
o w n  resources. Proposals a long these lines have  
been  drawn up .  
3.61. T h e  Cour t  suggests that  different  T forms b e  
used  depend ing  o n  the  transit procedure in ques­
t ion.  Such a system was  f rom the  outset  envisaged 
b y  the  regulation o n  Communi ty  transit a n d  has  
operated fo r  a number  of years. However,  the  need  
t o  switch f rom o n e  type  of document  t o  another  
depend ing  o n  the  customs status of the  goods  led t o  
increasing incompatibility with developments  in 
document-pr int ing techniques — particularly where 
da t a  processing is used — a n d  this prompted  the  
Commiss ion  t o  introduce a single mul t ipurpose  
form.  This  move  is also consistent with develop­
ments  in international t rading practice adop ted  by 
official  bodies  a n d  the  specialized t rade  interests;  
these developments  cannot  b e  ignored by t he  C o m ­
munity.  
3.58. It is the  Commiss ion ' s  view that  t he  intro­
duct ion of  more  central off ices  could speed u p  the  
ra te  at which copy n o  3 of the  T fo rms  is re turned 
a n d  that  the  conferr ing of  greater powers  o n  these 
off ices  would  not  only he lp  t o  improve the  opera­
t ion of Communi ty  transit procedures bu t  would  
a lso  he lp  t o  combat  f r aud .  
T h e  Commiss ion has  also submit ted proposals  t o  
t he  Member  States a imed  at  introducing a mecha­
nism whereby carriers' at tention can  b e  drawn t o  the  
need  t o  present goods  fo r  inspection a t  the  off ice  of  
dest inat ion.  
It should b e  remembered,  however,  that  the  tasks 
assigned t o  t he  central off ices  d i f fer  f rom o n e  Mem­
ber  State t o  another ,  principally o n  account  of  the  
dif ferent  cus toms infrastructures.  
CHAPTER 4 — E A G G F  G U A R A N T E E  SECTION 
As in t he  past ,  the  Commiss ion  has  taken  every 4-5- T h e  C o u r t  regrets deletion of  t he  dual  ra te  
oppor tuni ty  t o  m a k e  known  its ideas  t o  the  Member  chapter  in t he  1979 budget  
States o n  the  establishment of central offices,  
T h e  introduction of the  E U A  for  budgetary pur-
poses  m a d e  it the  c o m m o n  unit  of expression for  the  
(') OJ C 198,4. 8. 1980, p. 39. general budge t  of the  European  Communi t ies .  As a 
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result all expendi ture  in connect ion with this budget  
has  t o  b e  expressed in E U A  at  the  estimating stage 
a n d  entered in the  accounts  in E U A  at  the  imple­
mentat ion stage. This applies t o  all i tems of  expend­
iture, including those under the EAGGF Guarantee 
Section. In fact,  all parties who  have  t o  consult  o r  
implement  the  present budget ,  i.e. no t  only t he  
Commiss ion ' s  management  a n d  accounting depart­
ments  bu t  also the  various outsiders involved ( f rom 
political, professional,  academic  a n d  other  circles), 
must  be  in a position t o  grasp immediately the  
actual f inancial  implications of  the  appropria t ions  
entered under  the  different  budgetary headings in 
the  E A G G F  Guaran tee  Section. 
Since the  introduction of the  E U A  for  use in the  
budget  a n d  the  E C U  in the  c o m m o n  agricultural 
policy, the  dual  rate effect  is n o  longer what  it was 
in pre-1978 days a n d  its f inancial  implications are 
substantially less. In the  course of its preparatory 
work the  Commission has  t o  calculate the  effect  of  
the  double  ra te ;  this has  been estimated for  1981 at  
approximately 230 M E U A ,  or  1 - 8 %  of proposed 
appropria t ions  under  the  E A G G F  Guaran tee  Sec­
t ion.  
T h e  intention is t o  minimize the  effect  by  aligning 
the  representative rates for  agricultural operations.  
Moreover,  experience has  shown that  identifying the  
effect  of  the  dual  conversion rate separately fo r  
account ing purposes  generates a considerable 
a m o u n t  of  administrative work. 
For all these reasons the  Commission does  not  con­
sider it advisable t o  take  it u p o n  itself t o  reintroduce 
the  budgetary heading showing the  effect  of  the  
dual  rate. 
the  item number  has  changed for  five measures.  Of  
the  above  eighteen headings,  ou t  of  the  o n e  hundred  
a n d  nineteen conta ined in the  budget ,  ten refer  t o  
the  milk sector, which has  by fa r  the  highest vo lume 
of  expenditure.  The  Commiss ion f inds  it diff icult  t o  
accept that  this consti tutes instability of budgetary 
nomenclature  prejudicial t o  the  smooth  implemen­
tation of the  budget .  
Comparabi l i ty  of expenditure  is generally no t  ham­
pered by modif icat ions of this type  as the  Commis­
sion provides adjus ted  figures both  in t he  previous 
year 's expenditure appropriat ion co lumn of  its preli­
minary dra f t  budget  a n d  in its f inancial  reports.  
T h e  Commission is aware of the  fact  that  t he  pre­
sent system of budgetary nomenclature  could use­
fully be  improved in order t o  facilitate the  monitor­
ing a n d  control of budgetary expendi ture  by  the  
budgetary authority. 
For this reason,  as already indicated in its prelimi­
nary draf t  budget  fo r  1981 (COM(80)210/2) ,  t he  
Commission intends t o  review the  nomencla ture  
systematically, starting with the  1982 budget ,  in 
order  t o  improve budgetary transparency. 
4.7. Complaint at the absence of product subdivi­
sions for export refunds on milk products 
T h e  Commission has  asked the  Member  States t o  
present separate monthly  statements,  as  f rom 1980, 
fo r  butter,  milk powder  a n d  other products ,  so that  
expenditure  can be  monitored more  satisfactorily. 
4.6. The budgetary nomenclature should be stabil­
ized 
It falls t o  the  Commiss ion t o  make  proposals  t o  the  
budgetary authority fo r  adjus tments  t o  the  budget­
ary nomenclature  in order t o  accommoda te  new 
measures adop ted  by the  Council  (e.g. in respect of 
sheepmeat)  o r  t o  divide u p  the  items with a view t o  
increased budgetary transparency. In this way 
publ ic  expenditure  o n  intervention has  been broken 
down  into three i tems at  Parliament 's  request,  
namely,  interest costs,  storage costs  and  other costs.  
T h e  1979 budget  has  thirteen new budget  headings,  
eight as  a result of the  introduction of  new measures 
a n d  five as  a result of new subdivisions;  in addi t ion,  
4.7. Regret that there is no distinction under public 
storage between products sold for export and products 
remaining on the domestic market 
It is possible t o  have  a rough idea of the  cost of  t he  
special measures fo r  disposal inside a n d  outs ide the  
Communi ty .  It would b e  interesting t o  have  more  
accurate figures bu t  this would  involve administra­
tive a n d  possibly legislative changes.  This  will b e  
looked into. 
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4.7. Allegation that instability of nomenclature 
complicates the final clearance of accounts 
Following the  creation, a t  the  Commiss ion ' s  pro­
posal ,  of  a special chapter  (Chapter  79, I tem 791) 
grouping the  financial effects  of  t he  decisions in res­
pect  of the  clearance of accounts ,  it will b e  possible 
t o  different iate  between the  expendi ture  under  the  
current financial year  a n d  the  ad jus tments  resulting 
f r o m  the  decisions o n  t he  clearance of  accounts .  
4.11. (Second section), 4.12. a n d  4.13. Late pre­
sentation of a supplementary budget by the Commis-
4.8. Supporting documents 
T h e  Commiss ion  will d o  its u tmost  t o  meet  the  
wishes expressed b y  t he  Cour t  of Auditors  concern­
ing the  sending of  originals. 
4.10. Utilization of appropriations 
There  was n o  instance of overspending by the  C o m ­
mission. 
4.11. (First section)  The cash in hand at the end of 
the financial year should have been cancelled prior to 
recommitment 
U n d e r  the  procedures appl ied by  t he  Commiss ion ' s  
account ing  depar tments  budgetary appropria t ions  
canno t  b e  recommit ted until  they have  been  
released. 
sion 
T h e  presentation of a supplementary budget  is a ser­
ious matter.  T h e  Commiss ion must  therefore exer­
cise max imum caut ion,  particularly when it comes 
t o  determining the  volume of supplementary appro­
priations.  T h e  presentation of a s u p p l e m e n t a r y  
budget  in July would  in itself have  been preferable 
bu t  it would  inevitably have been t o o  high or  t o o  
low, primarily in view of the  uncertainty a t  the  t ime 
as  t o  the  durability o r  otherwise of the  recovery o n  
t he  world cereal market  a n d  the cont inuat ion o r  oth­
erwise of the  high level of milk product  exports.  As  
the  possibility of  offsett ing the  shortfall  in appro­
priations fo r  milk products  b y  the  surplus of appro­
priations fo r  cereals h a d  no t  materialized by Sep­
tember,  the  Commiss ion decided t o  present a sup­
plementary budget .  
Monthly  advances  a n d  expenditure vary substan­
tially f rom year t o  year in view of  the  very high 
number  of  factors involved. For this reason it is no t  
possible t o  gauge the  danger  of a shortfall in appro­
priations simply b y  extrapolating account ing d a t a ;  
detailed analyses of the  trends in the  ma jo r  market  
organizations a n d  of t he  peculiar features of  the  rate 
of  payment  in respect of certain expenditure  are 
also necessary. 
Experience has  shown that  expenditure cannot  b e  
modif ied  abruptly by changes in policy fo r  two rea­
sons,  firstly because certain payments  are  the  result 
of operat ions already carried ou t  (premiums for  
product ion a n d  conversion) a n d  secondly because  
changes in rates (e.g. re funds)  are felt only af ter  a n  
interval of  as  much as  several months .  Moreover,  
lowering the  r e fund  rate could lead t o  a n  increase in 
intervention stocks a n d  hence t o  a rise in storage 
a n d  disposal costs. 
In  a n  a t tempt  t o  d o  a s  m u c h  as  possible in the  way  
of  detecting possible shortfalls in appropr ia t ions  
a n d  initiating the  necessary action — bo th  o n  the  
market  management  f ron t  a n d  o n  t he  financial f ron t  
— the  Commiss ion has  substantially s tepped u p  t he  
moni tor ing of  the  utilization of appropr ia t ions  in 
1980. 
In  l ine with these procedures the  sums  f rom the  
1978 financial year were duly released before  being 
recommit ted fo r  the  1979 financial year. 
In order  t o  avoid ambiguity t he  relevant 'provis ions 
o f  Article 100 will b e  m a d e  more  explicit a s  par t  of  
the  current  exercise t o  revise the  Financial  Regula­
t ion.  
Finally, the  Commiss ion is of the  opin ion  tha t  t he  
deadl ine  fo r  the  presentation of  a preliminary d ra f t  
supplementary  budget ,  a s  laid d o w n  in the  last sub­
paragraph of  Article 1(5) of  the  Financial  Regula­
t ion,  is no t  immutable .  According t o  the  Article in 
quest ion it is only ' a s  a general rule '  tha t  all prelimi­
nary dra f t  supplementary budgets  mus t  b e  for­
warded t o  t he  Counci l  by  the  da te  laid d o w n  fo r  t he  
submission of  the  budget  fo r  the  fol lowing financial 
year.  
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4.13. (End)  , Exchange differences 
T h e  point  is valid, bu t  the  figures calculated af te r  
the  event were .not available when the  November ,  
advances  were fixed a t  the  meeting of  the  F u n d  
Commit tee  o n  12 October  1979. At this da te  only t he  
exchange differences in respect of  expendi ture  u p  t o  
31 August were available;  these reduced the  ad ­
vances expressed in E U A  by 0 - 2  M E U A .  
It is therefore not  possible t o  af f i rm that  the budget  
appropria t ions  had  already been exceeded b y  
2 - 4  M E U A .  
4.15. Approval by the Financial Controller 
T h e  Financial Controller verified the  commitment  
proposal  in question when endorsing the  payment  
order.  Approval  was held u p  for  purely technical 
reasons.  Steps have been taken t o  ensure tha t  the  
appropr ia te  endorsement  is s tamped o n  commit­
ment  proposals  in good  t ime in future .  
4.14. t o  4.18. Special situation due to temporary 
suspension of payments 
(a) In its Decision of  17 October  1979 o n  a n  ad ­
vance,  the  Commiss ion was unable  t o  meet  all 
the  Member  States '  financing requirements  fo r  
expendi ture  t o  b e  effected u p  t o  30 November .  
T h e  appropria t ions  were exhausted,  with the  
payments  covering abou t  37 % of  the  require­
ments .  T h e  Commiss ion in tended t o  pay the  
balance once  the  supplementary  budget  had  been 
adop ted ,  which it hoped  would take  place a t  the  
beginning of  the  second half of November .  
(b) The  exhaust ion of Communi ty  funds ,  which 
m a d e  itself felt in the  Member  States before  the  
end  of  November ,  resulted in urgent requests t o  
the  Commiss ion by the  Member  States, in parti­
cular in view of the  right of  individuals  t o  
receive finance once  they have  carried ou t  oper­
at ions unde r  the.agricultural regulations. , 
T h e  Commiss ion f o u n d  itself facing two  con­
flicting constraints:  under  t he  budget  rules, 
expendi ture  must  no t  exceed t he  available 
appropriat ions,  while under  the  current C A P  
rules those  carrying ou t  operat ions unde r  t he  
C A P  have  a right t o  payment  u p o n  complet ion 
of  those operat ions.  The  Commiss ion  examined  
every possible way of  overcoming these prob­
lems, which a t  the  t ime appeared  only tempor­
ary, a n d  decided t o  use the  procedure  provided 
fo r  under  Article 7 of the  Financial  Regulat ion.  
(c) T h e  advances  pa id  fo r  a financial year  are  effec­
tively limited t o  the  f u n d s  available. However,  
Article 7 of the  Financial  Regulation allows fo r  
the  payment  of advances  unde r  the  E A G G F  
Guaran tee  Section f rom 10 December  t o  ensure  
continuity in t he  financing of  agricultural oper­
ations. 
Consequent ly ,  o n  10 December  the  Commiss ion  
was  able  t o  provide Member  States with C o m ­
muni ty  f u n d s  t o  meet  their requirements  u p  t o  
the  e n d  of January.  
It should b e  noted  that  under  Article 7 of t he  
Financial Regulation the  Commiss ion  may ,  in 
December  of each year, p a y  the  advances  fo r  
January  of the  next  year. 
(d)  As more  a n d  more  payments  were being sus­
pended ,  the  Member  States'  financing require­
ments  were correspondingly large a n d  they pro­
ceeded t o  m a k e  payments  using m u c h  of  t he  
advances  granted by  the  Commiss ion .  This  
resulted in payments  by  t he  Member  States 
exceeding 203-5 M E U A ,  the  available appro­
priat ions;  the  excess would  have  been consider­
ably lower if the  budgetary authority h a d  no t  
decided t o  reduce the  a m o u n t  of  the  supple- ,  
. mentary budget  a n d  the  transfer  of appropr ia­
t ions proposed b y  the  Commiss ion.  
(e) T h e  payments  effected in t he  Member  States 
using t he  advances  could only b e  charged t o  t he  
Communi ty  budge t  u p  t o  the  a m o u n t  of  t he  
budget  appropriat ions.  T h e  di f ference was  
entered against the  1980 financial year  pursuan t  
t o  the  third paragraph of Article 5 of the  F inan­
cial Regulation. From the point  of view o f  t he  
budget  rules the  appropriat ions were not ,  there­
fore,  exceeded.  
(f)  Taking into account  the  unavoidable  na ture  
of agricultural guarantee  expenditure,  the  
203 -5 M E U A  payments  h a d  t o  b e ' e f f e c t e d  in 
1980 even though the  operative event  was  still 
da ted  1979. 
4.20. Rate of utilization of advances 
T h e  system for  making  f u n d s  available t o  the  Mem­
ber  States is designed t o  ensure the  flexibility neces-
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sary for the proper working of the system of ad­
vances. The occurence of negative balances in the 
course of the year does not indicate a distortion in 
the system, but rather reflects on the one hand the 
Commission's desire to limit the number of special 
advances and on the other the specific nature of 
second category intervention expenditure. The inter­
vention agencies can only determine this expendi­
ture after recording all the movements of the inter­
vention products u p  to the end of the month in 
question. 
The Commission is aware of the need to  improve 
the estimates for expenditure by certain paying 
departments and is continually working to this end. 
The Commission cannot, however, ignore the diffi­
culties involved in making such estimates due to the 
very large number of factors which affect them, even 
if examination after the event gives the impression 
in some cases of an artificial expansion of requests 
for advances. 
Effects on the cash balances of the delays in the clear­
ance of accounts 
The Commission agrees that it is regrettable that 
there should still be a considerable delay before the 
clearance decisions are taken. However, it considers 
that, subject to referral to the Court of Justice, it is 
for the Member States to determine the amount of 
funds  they each have still available at the end of the 
year covered by the accounts to which the clearance 
decision applies. 
In view of the delays in the clearance decisions in 
particular, the Commission always informs the 
Member States of their remaining balances once the 
accounts of the previous year have been closed and 
requests them to check and make the necessary cor­
rections to their cash position statements. 
4.22. Need for periodic examinations 
As noted in the comments on sections 4.11 to 4.13, 
the Commission has tightened arrangements for 
monitoring the use of appropriations in 1980, as the 
Court of Auditors, requested. Each month it checks 
the payments effected by Member States and their 
estimates for three months. Beginning at the end of 
the first half of 1980, a periodic analysis of esti­
mated payments u p  to the end of the year is carried 
out and taken into consideration in the management 
of the markets. 
4.24. Corrections to certain statements and book­
ing them 
The Commission considers that it is for Italy to 
comply with the provisions of Regulation (EEC) 
N o  380/78. 
4.26. t6  4.30. Comments on the procedure for 
granting advances 
4.23. to 4.25. and 4.49. Discrepancies between the 
accounts of the Commission and those of Member 
States 
The Commission is concerned about the discrepan­
cies between the Member States' statements of their 
cash position and the Commission's accounts. 
Appropriate checks in the Member States and their 
paying departments, which have so far been hin­
dered by a shortage of staff, have now begun and 
will be  extended as soon as the necessary staff 
become free following the entry into service of the 
computerized accounting system for the EAGGF. 
In the Commission's view there is n o  need to call 
into question the whole system of advances simply 
because of the situation at the end of 1979, which 
was exceptionally difficult and had never arisen 
before. 
With regard to the method of granting advances, the 
Commission considers that the Member States' 
requests should not be met in full when there is a 
danger that total appropriations may be insufficient 
or when they are restricted by legislative provisions, 
as was the case with the application of the provi-, 
sional-twelfths system. However, provided the Com­
mission is not faced with a situation of that kind, it 
is preferable to meet the Member States' requests 
except where the Commission considers that the 
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estimates exceed actual requirements,  since other­
wise special advances  might increase excessively. 
T h e  system is designed so that  any  known cash sur­
plus  tha t  m a y  result is automatically deducted  f rom 
the  new advance  decision. 
As regards the  changeover f rom o n e  financial year  
t o  the  next,  the  Commiss ion is currently considering 
what  arrangements  it might make  or  propose  t o  the  
Counci l  in order  t o  remove the  risk that  appropr ia­
t ions may  not  b e  sufficient  t o  meet  payments  by  the  
Member  States. 
Regarding the  role of  the  Financial Controller,  t he  
legislative provisions referred t o  by  the  Cour t  of  Au­
ditors cannot  b e  interpreted t o  m e a n  that  he  should 
no t  perform his funct ion  a t  the  E A G G F  Commit tee  
meeting. O n  the  contrary, his participation helps t o  
ensure the  integration of the  authority responsible 
fo r  prior control into the  system for  the  payment  of 
advances.  The  information required in order  t o  
assess whether financial management  is sound  a n d  
whether appropriat ions are available is available a t  
t he  E A G G F  Commit tee  meeting jus t  as  much  as a t  
t he '  t ime when the  accounting documents  are  
received. T h e  Financial Controller 's  agreement in 
advance  of  the  Commiss ion decision must  therefore 
b e  regarded as  an  internal guarantee t o  the  latter 
which is subsequently confi rmed by the  approval  
given in respect of the  accounting documents  which 
follow. This approval  confirms that  they comply 
with the  decision a n d  that  the  conversion of 
national  currencies into E U A  is correct. 
4.35. Problem of 'qualified' approvals 
T h e  practice of granting qualif ied approval  appl ies  
t o  si tuations a t  the  e n d  of  the  year, where expendi­
ture has  already been effected in t he  Member  States 
a n d  overall budgetary cover is guaranteed.  
Such approval  is a very specific condit ional  act, 
indicating t o  the  authorizing off icer  a n d  t he  
account ing officer the  Financial Controller 's  assess­
ment  of  the  specific situation tha t  would  result if the  
proposals  for  transfers pending  before  the  Counci l  
were adopted .  1 
In this way the  authorizing off icer  a n d  account ing 
off icer  are informed that ,  subject t o  approval  of a 
transfer proposal  t o  remedy the  insufficiency of  cer­
tain appropriat ions,  all the  other condi t ions  neces­
sary t o  allow the expendi ture  concerned t o  b e  
charged t o  the  budget  are fulfi l led. T h e  s ame  assur­
ance  may  also b e  given in the  form of  a memoran­
d u m  f rom the  Financial Controller t o  the  authori­
zing officer and  accounting officer. T h e  procedure 
fol lowed u p  t o  n o w  was thought  t o  b e  the  most  effi­
cient administrative procedure which d id  not ,  in t he  
Financial Controller 's  view, contravene the  letter 
and  spirit of  the  Financial Regulation. 
4.36. a n d  4.37. Negative appropriations and net-
ted-off expenditure 
4.32. Presentation of supplementary and/or 
amending budgets 
T h e  Commiss ion complies with the  provisions of 
Articles 1 a n d  12 of the  Financial Regulation.  Arti­
cle I (5) stipulates tha t :  T h e s e  budgets '  (i.e. supple­
mentary o r  amend ing  budgets)  'shall b e  submit ted,  
examined,  prepared a n d  finally adop ted  in the  s ame  
form a n d  according t o  the  same  procedure as  the  
budgets  whose estimates they are amending .  They 
must  b e  substantiated by reference t o  the  latter.' 
T h e  presentation of  these budgets  must  therefore 
necessarily refer t o  the  budgets  they are amending .  
Presentation in compliance with the  Regulation is 
n o  obstacle t o  informing the  budgetary authority of  
changes  in the  appropriat ions m a d e  since the  adop ­
tion of t he  general budget ,  a n d  t he  Commiss ion ,  
pursuant  t o  Article 104 of the  Financial Regulation,  
has  always provided this information.  
T h e  need t o  find solutions t o  the  problems arising 
under  the  C A P  led t o  the  use of measures directly 
l inked t o  intervention mechanisms producing 
revenue o n  the  internal market,  such as  M C A s  a n d  
the  co-responsibility levy. 
With regard t o  M C A s  collected a n d  granted in res­
pect of  external trade,  especially fo r  Member  States 
with weak currencies (see reply t o  point 3.22), it 
was  necessary t o  enter the  net  sum of  M C A s  granted 
a n d  collected f rom operators.  However,  fo r  M C A s  
in internal t rade,  it is feasible t o  enter the  a m o u n t s  
received a n d  the  amoun t s  granted separately, which 
implies a change in the  budgetary nomenclature .  
As  regards the  co-responsibility levy, the  budgetary 
nomencla ture  provides for  revenue f rom this source 
t o  b e  entered separately. In order  t o  m a k e  farmers 
aware  of  the  surpluses in their sector it is essential 
fo r  this revenue t o  b e  booked  t o  the  E A G G F  
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accounts and.  to be deducted from expenditure in 
the appropriate sector. 
Since the security is intended to guarantee that the 
operations in question are carried out, the Commis­
sion felt it preferable to  link the recovery of the sum 
in question, when this arose, directly to the expendi­
ture. Council Regulation N o  352/78 contains a pro­
vision to  this effect. 
The corrections made following the clearance of the 
accounts generally result in a reduction of expendi­
ture. In some cases, however, expenditure may also 
be  increased. The Commission considers that it 
would be more logical for all corrections to be car­
ried out by the EAGGF, so as to  obtain a full pic­
ture of the cost of the common agricultural policy. 
3. The fixing of the co-responsibility levy at 0 - 5  % 
of the target price of milk applicable to  the mar­
keting year 1979/80 and the decision not to  
carry over to 1979 the co-responsibility levy 
revenue unused in 1978 led to a reassessment of 
the revenue and expenditure for the financial 
year 1979 and this was taken into account in 
drafting the supplementary and amending 
budget N o  3 for 1979. 
4. In connection with the booking of the transfer 
previously requested in the supplementary and 
amending budget N o  3, the Commission would 
refer to  its reply to  point 4.32. The budgetary 
authority was informed of this before taking its 
decision on the supplementary and amending 
budget N o  3. 
4.38. to 4.40. Management of the co-responsibility 
levy and programme 
1. When the budget for 1979 was drawn up, the 
co-responsibility levy was fixed until 31 March 
1979 on the basis of the rate applicable for the 
1978/79 marketing year. 
Although Council Regulation N o  1079/77 pro­
vided for the collection of a levy during the per­
iod from 16 September 1977 to the end of the 
1979/80 milk marketing year, n o  assumptions 
were made about  the rate of levy for the 1979/ 
80 marketing year. 
Council Regulation N o  1001/78 did in fact 
amend the bracket within which the co-respon­
sibility levy was to be  fixed, i.e. 0 to 4 %  rather 
than 1 • 5 % to 4 %; it also reduced the levy from 
the figure applicable since 16 September 1977 
— 1 - 5 % — and fixed it at 0 -5  % until the end 
of the 1978/79 marketing year. 
2. As regards Article 629, the expenditure esti­
mated in the initial budget for 1979 was aligned 
on the revenue entered on the assumption that 
unused revenue from the 1978 financial year 
would be carried over to 1979, as was the case in 
the 1978 financial year. 
The estimates of expenditure contained in the 
first and  second communications to the Council 
on 'The programme for using the co-responsibil­
ity f u n d '  until 31 March 1979 were in fact 
entrirely based on the revenue from the 1977/78 
and 1978/79 marketing years. 
4.41. Lack of correlation between revenue from and 
expenditure on co-responsibility levies 
When the relevant regulation was adopted by the 
Council it was agreed that a programme of measures 
to  expand the markets would be drawn u p  depend­
ing on the revenue received from the co-responsibil-
ity levy. In view of the delays in introducing these 
measures it was inevitable that — in the early stages 
— there would be a time-lag between the rate a t  
which revenue was received and  expenditure 
incurred. 
The increase in the co-responsibility levy in 1980 led 
the Commission to propose a different budgetary 
presentation for 1981, under which revenue from the 
co-responsibility levy would be deducted from the 
total expenditure on the grounds that it was des­
tined to help finance surpluses.This proposal was 
accepted by the Council. 
4.42. Contracts should have been the subject of 
separate commitment proposals 
Since the expenditure in this case relates to  the 
Guarantee Section of the E A G G F  , the validation 
procedure is the same as for other Guarantee Sec­
tion expenditure, i.e. the intervention agencies in the 
Member States carry out inspections and make 
payments. Given the present structure of the 
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Commissions 's  departments ,  the  execution of  such 
contrac ts  cannot  be paid for  directly b y  the  Commis­
sion. 
As  t o  the  commitment  a n d  payment  procedure  in 
respect of such expenditure,  t he  Commiss ion  
adheres  strictly t o  Articles 95  et seq. of  the  Financial  
Regulat ion of 21 December  1977, which are t he  
specific Articles governing Titles 6 a n d  7 of  t he  
budget .  
At  all events,  the  provisional overall commitments  
are  entered in to  by  the  Commiss ion a t  the  same  t ime  
a s  it decides o n  the  fixing of  advances  t o  t he  M e m ­
ber  States (Article 96  of  t h e  Financial  Regulation)., 
T h e  expendi ture  o n  the  400 contracts entered in to  t o  
which the  Cour t  refers was  therefore covered b y  
commitment  proposals  a n d  approved  b y  the  Finan­
cial Control ler  under  t he  procedure decribed above.  
Furthermore,  a n  internal audi t  procedure  was  
int roduced f rom the  outset  which ensures tha t  — 
before  the  contracts are signed — the  global 
expendi ture  in respect of  each measure  is within the  
programme limits. 
booked  in accordance with Article 5 of  the  Finan­
cial Regulat ion t o  the  financial year  1980 a n d  t he  
writing-down of  stocks operated u n d e r  Article 8 of  
Regulation N o  1883/78 was charged r.o t he  financial 
year  1978. 
4.47. Details of the changes made and the amended 
accounts of the years which have been cleared should 
appear as an annex to the revenue and expenditure 
account 
T h e  changes resulting f rom the clearance decisions 
in respect of the  financial years 1971, 1972 a n d  1973 
were — in accordance with Article 99 of  the  Finan­
cial Regulation — incorporated as  expendi ture  t o  b e  
a d d e d  or  deducted  in the  1979 accounts .  T h e  docu­
ments  support ing these account ing operat ions  were 
sent t o  the  Cour t  of Auditors  in accordance  with the  
regulations in force. 
T h e  Commiss ion  will show the  details of  fu tu re  
changes  a n d  a m e n d e d  accounts  fo r  the  relevant 
financial years in the  financial report  o n  the  
E A G G F  Guaran tee  Section for  the  year  in which 
the  clearance decision was taken.  
4.43. a n d  4.44. Operation of the register of olive 
cultivation 
(a) T h e  sums  deduc ted  are no t  placed in t he  
reserves. Since the  operat ion of  t he  olive culti­
vation register spans  several years a n d  since the  
system of  financing the  Guaran tee  Section of  
the  E A G G F  contains  n o  provision fo r  creating 
reserves, the  only means  available is re-entry in 
the  budget .  
(b) A deduct ion  is m a d e  f rom the  a id  pa id  t o  proce­
dure  ou t  of the  E A G G F  Guaran tee  Section 
which is used t o  finance the  register of  olive cul­
tivation. 
Whilst accepting that  a n  alternative solution 
might b e  possible, the  Commiss ion  considers 
that  there is n o  reason for  amend ing  the  regula­
t ions adop ted  by t he  Counci l  fol lowing its pro­
posal  a n d  the  opin ion  given b y  t he  Eiuropean 
Parliament.  
4.45. Cost of the policy in respect of markets 
T h e  Commiss ion  has  acted in accordance  with t he  
financial a n d  agricultural regulations. As explained 
in points  4.14 t o  4.18, the  203 -5 M E I J A  were 
4.48. The catching-up exercise announced for the 
clearance of accounts has still not become a reality 
T h e  procedure fo r  clearing accounts  involves two  
qui te  separate stages, i.e. 
1. Implementat ion of the  programme of  documen­
tary a n d  on-the-spot checks which culminates in 
letters being sent t o  t he  Member  States not i fying 
them of  the  Commiss ion ' s  findings. 
2. Dialogue between the  Commis s ion .  a n d  t he  
Member  States t o  enable  the  latter t o  commen t  
o n  these findings a n d  t o  back  u p  their argu­
ments  with addi t ional  support ing evidence o r  
clarifications a n d  also t o  assess t he  financial 
implications.  This  second stage — which aims, 
as  f a r  as  possible, t o  resolve matters in dispute  
— e n d s  with the  draf t ing of  a consol idated doc­
umen t  in which the  Commiss ion publishes the  
conclusions of  its inspection operat ions  together 
with details of  the  resultant financial implica­
t ions ;  this documen t  forms t he  basis f o r  the  
clearance decisions. 
Whereas the  period required t o  carry ou t  the  first 
stage is entirely determined by the  Commiss ion ,  this 
is no t  t rue of  the  conciliation stage. Throughout  t he  
dia logue procedure,  the  Commiss ion  is dependen t  
o n  the  t ime taken b y  Member  States t o  submit  the  
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addi t ional  suppor t ing  evidence a n d  informat ion 
required fo r  t he  final adjus tments .  This  period 
d e p e n d s  in turn o n  t he  complexity a n d  scale of  t he  
problems involved. T h e  Commiss ion  is aware  tha t  
t he  clearance decisions must  b e  soundly  based  a n d  
have  been  the  subject  of conciliation in order  t o  b e  
a s  definit ive as  possible both  with regard t o  expend­
iture already approved  or  still await ing approval .  
unqual i f ied  rejections thereof is a means  by which 
the  E A G G F  can obtain  the  informat ion it requires 
t o  determine the  eligibility of  expenditure.  T h e  
Commiss ion  will impress u p o n  the  Member  States 
the  need  t o  settle such disputes within a period no t  
exceeding o n e  year. 
Since the  Commiss ion  believes tha t  the  work of  
clearance is an  impor tant  activity in the  context o f  
its responsibilities fo r  implementat ion of  the  budget ,  
it has  called fo r  a significant increase in t he  n u m b e r  
o f  s taff  deployed in this sector. 
However,  in view of  the  budgetary cutbacks affect­
ing the  granting of  addi t ional  posts  a n d  the  p lans  t o  
re-deploy staff currently u n d e r  considerat ion,  n o  
such increase has  been  possible t o  date .  
However,  a n  exceptional  effort  o n  the  par t  of  the  
Commiss ion ' s  depar tments  enabled  the  first stage o f  
t he  clearance operat ion fo r  the  years 1974 a n d  1975 
t o  b e  completed,  o n  schedule,  in October  1979. 
4.53. The clearance decisions relating to the finan­
cial year 1973 were not all taken within the confines 
of this restrictive interpretation 
T h e  Commiss ion  endorses the  principle espoused 
b y  the  Cour t  according t o  which any  upward  adjust ­
men t  should  b e  based  o n  informat ion regularly sub­
mitted b y  the  Member  States. It  would  like t o  point  
ou t  tha t  it has  the  opt ion  conf i rmed b y  the  Cour t  of  
Justice in its ruling of 7 February 1979 in Cases  
15/76 a n d  16/76 — of  charging certain expendi ture  
t o  the  E A G G F  dur ing another  financial year. T h e  
clearance decisions relating t o  1973 were entirely 
consistent with this dua l  interpretation. 
4.51. Many decisions are adopted by the Commis­
sion with certain reservations, a situation incompati­
ble with the very idea of clearance 
T h e  Commiss ion  shares the  Cour t ' s  view that ,  in 
theory, o n c e  the  clearance decisions have  been  
taken  there should  b e  n o  subsequent  revision. But, 
in certain circumstances,  a decision m a y  b e  revised. 
I n  a rul ing of  7 February 1979 relating t o  Cases  
15/76 a n d  16/76, the  Cour t  of Justice even m a d e  
express provision fo r  the  re-examination of specific 
i tems of  expendi ture  already cleared. 
But if all the  evidence just i fying recognition of  
expendi ture  h a d  t o  b e  produced  in this way prior t o  
the  adopt ion  of  the  decisions,  the  objective of  clear­
ing  the  accounts  as  quickly as  possible might  b e  
compromised.  
In  connect ion with t he  clearance decisions fo r  1973, 
it would  scarcely have  been advisable t o  pos tpone  
fur ther  their adopt ion  o n  the  grounds  tha t  the  eligi­
bility of a very small part  of  the  expendi ture  
declared,  namely 2 - 6  m.u.a.  ou t  of  a total of 3 600 
m.u.a.  (0-7  %) was  no t  established. 
In  certain cases, moreover,  the  provisional refusal  t o  
recognize certain i tems of expendi ture  or t he  
4.54. Organizing checks to start as soon as expend­
iture is carried out and, in any case, once the normal 
deadline for submitting documents has passed 
During the  actual catching-up period,  there can  b e  
n o  question of adjus t ing clearance methods  by  
bringing checks forward.  T h e  Commiss ion  does  
in tend,  however, t o  re-examine these methods  when  
the  catching-up operat ion is abou t  t o  terminate ;  it is 
a t  this stage that  t he  Commiss ion will decide  
whether it can introduce the  measures which t he  
Cour t  recommends .  
4.57. Measures pursuant to Article 2 of Regulation 
N o  283/72 which the Commission has taken to exploit 
information from the Member States systematically 
There  has  been n o  change  f rom previous years in 
the  situation regarding the  tasks deriving f rom 
Regulation N o  283/72  which should b e  given prior­
ity. 
\ 
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Continual, systematic analysis of all the information 
supplied by the Member States is extremely impor­
tant, and the Commission makes every possible 
effort to keep such information u p  to date. How­
ever, the effectiveness of the systems in the Member 
States is examined, from a practical rather than a 
theoretical point of view^ when actual examples of 
irregularities communicated by the Member States 
to  the Commission are analyzed. This review proce­
dure has shown u p  in the national systems the loop­
holes and  weaknesses which it is not at all certain 
that an academic study of national measures would 
have revealed. 
Any information missing when the national systems 
are reviewed is very soon supplied. Such informa­
tion has made it possible to compile reports on the 
national monitoring and verification systems and 
the rules governing suspension and recovery as well 
as  a comprehensive list of national departments, 
their responsibilities and the legal basis on which 
they rest. 
4.58. - Cases where notification by the Member 
States pursuant to Articles 3 and 5 of Regulation 
No 283/72 is delayed, and the remedies prescribed 
Some Member States d o  have difficulty sometimes 
in meeting the deadlines for the quarterly reports, 
notably in those cases where the data  are provided 
by several peripheral departments. 
Four or five weeks after the deadline, the Commis­
sion sends a reminder to  any defaulters; this gener­
ally produces the required result. If necessary, other 
measures are taken, and an infringement procedure 
may even b e  initiated. 
The case of Belgium, to which the Court refers, 
prompted several meetings with the competent 
national authorities, and a positive result was 
obtained at the beginning of 1980. 
4.59. Reasons why the number of irregularities in 
respect of the Guarantee Section was smaller in 1979 
than in 1978 
The Commission would repeat what it said about 
1978, namely that the statistical results for a single 
year are of little value when it comes to measuring 
the effectiveness of the research departments' work. 
The figures received, for example, in respect of the 
first half of 1980 are already considerably in excess 
of the total for 1979 as a whole. 
The varying frequency musi! also be analyzed of irre­
gularities from one Member State to another, in the 
light of the volume and geographical distribution of 
expenditure within each State. This kind of analysis 
is more representative, as is demonstrated in detail 
by the E A G G F  Financial Report for 1979. One must 
also remember that different monitoring procedures 
are used, depending on the administrative structure 
of the Member State concerned. A subsequent check 
of supporting documents, as practised by three 
Member States, must inevitably throw u p  a number 
of irregularities differing from that obtained when 
physical inspections of operations are carried out 
before any payment is made. 
This uneven distribution may also have two other 
causes: 
(i) the regulation is interpreted in a manner which 
differs from that worked out with the Member 
States before the regulation came into force, or, 
(ii) the application of an administrative practice 
which narrows the concept of what is an 'irregu­
larity'. 
The E A G G F  is therefore looking into this question 
with each of the Member States separately. With 
regard, in particular, to  the reduced number of inci­
dents in the United Kingdom, it should be  remem­
bered that twenty or so cases in 1978 were still due  
to the inadequate system of collecting MCAs in the 
UK, although attempts have been made to improve 
the system since 1977. 
4.60. The Court's opinion that tilie Commission 
fails to monitor the Member States' recovery proce­
dures systematically.^ 
The first point to bear in mind is that the recovery 
procedures are lengthy, especially where the party 
concerned refuses to  pay and takes legal action. 
Once a lawsuit has begun, forced recovery is usually 
delayed until its conclusion; neither the national 
authorities nor the Commission can hasten the work 
of the courts. 
If the recovery period seems excessive, however, the 
Member States concerned are invited to supply the 
Commission with reasons for the delay. The Com-
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mission examines the dossiers t o  see which cases are 
likely t o  mean a definite loss a n d  invites the Mem­
ber States t o  comment .  
Member  States a n d  the  Commission must  b e  mean­
ingful a n d  inspire confidence.  
N o  solution was f o u n d  in 1979 t o  the  problem, men­
tioned in Article 8(2) of Regulation N o  729/70, con­
cerning the final charging of the  sums lost through 
the irregularities, since the  administrative conditions 
which prevented the Commission f rom broaching 
this question in 1978 still prevail. 
4.63. The date of entry into force of Directive 
77/435 
4.61. Problems concerning interpretation of Coun­
cil Regulation N o  283/72 
The  Commission is initiating a n  infringement proce­
dure  against five Member  States for  failing t o  
observe the  provisions relating hereto in the Direc­
tive. 
It is difficult (and,  in practical terms, impossible) for  
the Commission t o  foresee all those cases where the  
rules may b e  wrongly interpreted, a n d  it is not  jus t  
in the matter of Regulation N o  283/72.  A Member  
State, which has reservations about  how a particular 
concept or provision should b e  interpreted, usually 
asks the Commission t o  give a ruling. The  case men­
tioned by the  Court  was never raised by the  Member  
States concerned, either in writing or at any  of the  
many meetings where irregularities involving 'nega­
tive expenditure '  were discussed. 
The  Commission is currently looking into this mat­
ter. 
4.64. Undertakings within the scope of the inspec­
tion laid down in the Directive 
The  Commission has informed the Member  States 
that  only those undertakings which receive subsidies 
financed by the  E A G G F  should come Within the  
scope of the Directive. The  Commission will make  
sure that  this distinction does not  have any harmful  
effects of the  kind feared by the Court.  
4.62. As applied by the Commission, Regulation 
N o  283/72 does not make it possible to judge the' 
extent of the irregularities or the effectiveness with 
which they are detected and suppressed 
4.65. The controls required by the specific regula­
tions are not to be counted as inspections within the 
meaning of the Directive 
The Commission shares the  Court 's  view. The mat­
ter is now being discussed with .the Member  States. 
The Commission cannot  accept this conclusion. The  
instrument which this text places a t  the Commis­
sion's disposal does not  empower this institution t o  
detect a n d  suppress irregularities. It is in the first 
place the Member  States which are b o u n d  t o  fulfil  
this obligation by virtue of their national laws, regu­
lations a n d  administrative measures (Article 8 of 
Regulation N o  729/70). Since July 1979, Direc­
tive 7 7 / 4 3 5 / E E C  has  amplified this rule. 
It must  b e  stressed that  Regulation N o  283/72 is 
intended t o  promote cooperation a n d  the  mutual  
exchange of information.  Cooperat ion between the  
i 
4.66. The Court is of the opinion that, under the 
Directive, the Commission must be given detailed 
information about the inspection carried out in the 
Member States 
Preparatory work is in progress, in coordination 
with the Member States, in order t o  establish the 
contents of the special chapter which is t o  b e  
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incorporated in the  annua l  reports accompanying 
the  statements of t he  Member  States o n  the  f inal  
clearance of accounts  a n d  which deals  with t he  
applicat ion of  the  Directive. 
4.67. t o  4.72. Reply of the Commission on the 
study by the Court of Auditors on the citrus fruits sec­
tor 
It is undeniab le  tha t  t he  conclusions of  the  s tudy 
fai thful ly reflect the  situation fo r  t he  years 1977/78 
a n d  1978/79. It is, however,  impor t an t  t o  bear  in 
m i n d  certain specific characteristics of this p roduc t :  
Communi ty  product ion is concentrated within a 
relatively shorter season than  tha t  of  non -Member  
States;  some  varieties, particularly in the  oranges 
sector, d o  no t  meet  with the  tastes a n d  habits  of 
consumers  in Northern Europe ;  the  market ing 
premium is only appl ied t o  the  qualities 'extra a n d  
I ' .  This  means  tha t  t he  less popula r  varieties o r  t he  
inferior qualities remain in the  areas where they are 
p roduced  a n d ,  in the  case of  surpluses, are likely t o  
b e  subject  t o  withdrawal operat ions.  It  should  also 
b e  noted  tha t  the  percentage of  product ion with­
drawn,  over  qui te  a long period,  is roughly the  s ame  
for  citrus fruits  as  fo r  apples  a n d  pears,  i.e. a round  
3 % .  
T h e  Commiss ion  shares the  view of the  Cour t  tha t  
a n  increase in the  Communi ty  preference o r  the  
market ing premium would  no t  cause a n y  f u n d a m e n ­
tal improvement  in t he  existing si tuation.  
O n  the  other  .hand, it seems undeniab le  tha t  rigorous 
applicat ion of  the  various Communi ty  measures,  
particularly Regulation (EEC)  N o  2511/69,  which 
provides fo r  aid fo r  converting t o  other  varieties a n d  
improving market ing structures, would  have  a n  
immedia te  effect  o n  the  market.  
Nevertheless, it is evident tha t  n o n e  o f  these mea­
sures can have  any  real effect  unless this C o m m u ­
nity sector becomes  as  dynamic  as  its competi tors  in 
non-Member  States. 
This  contribution is granted unde r  the  condi t ions  
ment ioned  in the  implement ing regulations.  This  
measure  is completely different  f rom other  C o m m u ­
nity measures in this respect. Furthermore,  in view 
o f  the  wide variety of nat ional  educat ion systems, it 
was  neither in tended no r  possible t o  regulate all the  
details.  It is no t  therefore surprising tha t  the  Cour t  
f o u n d  that  the  regulations are no t  appl ied  uniformly 
in the  various Member  States. However,  the  C o m ­
mission is no t  of the  opin ion  tha t  the  court 's  find­
ings reveal a n y  systematic irregularities. 
It is primarily the  Member  States w h o  are responsi­
ble fo r  scrutiny. At  this level, a modus vivendi mus t  
b e  f o u n d  t o  recpncile necessity a n d  possibility. 
However,  it should  no t  b e  forgotten tha t  the  contri­
but ion  t o  this programme depends  in particular o n  
t he  schools themselves, especially o n  t he  distribu­
tion work conducted  b y  the  headmasters ,  which 
involves them in addi t ional  responsibilities. If 
over-restrictive a n d  laborious administrative work is 
introduced,  there is a danger  of  them being discour­
aged.  T h e  Commiss ion  does  no t  in tend t o  discuss 
this subject  with the  representatives of  the  Member  
States. Following the  Commiss ion ' s  reminders,  t he  
Member  States'  quarterly communica t ions  are  n o w  
arriving fairly regularly. However., the  Member  
States are  experiencing some  difficulties in collect­
ing detailed informat ion o n  the  selling price of  t he  
milk a n d  a n y  part  of  it which m a y  b e  pa id  b y  the  
pupi l .  T h e  Commiss ion  has  since reminded  t he  
M e m b e r  States of  their obligation t o  forward this 
informat ion,  enabl ing it t o  gain a better assessment 
of  the  effectiveness of  the  operat ion.  T h e  Commis ­
sion does  no t  feel that  the  way in which t he  Member  
States are obliged t o  present theif s tatements  f o r  
clearing the  accounts  has  no t  h a d  a positive e f fec t  
o n  the  scrutiny a n d  cpnduct  of the  measure.  I n  fact ,  
when  preparing the  memorandum conta ining these 
details,  various problems arose a n d  were solved with 
a view t o  achieving the  greatest degree of  uniformity 
of  appl icat ion possible. 
As  regards charging this expenditure t o  t he  budget ,  
t he  Commiss ion  has  proposed  a dif ferent  presenta­
t ion of the  appropria t ions  in t he  1981 budge t ;  all 
expendi ture  o n  milk distributed t o  schoolchildren 
would  then b e  included under  o n e  heading,  as  t he  
Cour t  wishes. 
4.73. t o  4.79. Supply of milk to schools 4.80. t o  4.86. Supply of butter to the armed forces 
T h e  Basic Regulation in this sector 's ta tes  that  this 1. Doub t s  abou t  the  effectiveness of  providing 
involves a Communi ty  contribution t o  nat ional  a id  butter  a t  reduced prices ou t  of publ ic  stocks 
programmes fo r  supplying milk t o  schoolchildren. (4.81). 
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(a) The Commission would like t o  point  out  
that  there is a fairly considerable difference 
between Regulation N o  1282/72 (supply of 
butter a t  reduced prices out  of public stocks, 
in particular for  the armed forces) a n d  
Regulation N o  192/75 (refunds for  butter 
bought  by the armed forces of o n e  Member  
State stationed in another Member  State). 
In  the latter case, the armed forces can use 
butter at the  world price a n d  it is mainly for  
reasons of balance in comparison with 
Communi ty  butter that  this re fund  has  been 
introduced. 
(b) The sale of butter t o  the armed forces out  of  
public stocks is designed as a measure for  
marketing public stocks. In  fact,  together 
with similar assistance t o  social institutions, 
it is the  cheapest outlet for  these stocks. The 
Commission recognizes that  direct aid for  
purchases on  the  free market would have 
the advantage of  saving certain costs asso­
ciated with storage. However, apart  f rom 
possible problems of control, direct aid 
would increase the average cost of selling 
out  of public stocks as it would be  difficult 
t o  f ind any cheaper outlets. 
2. Checking on  the  use of butter (4.82-4.86) 
The  Commission considers that the current rules 
enable checks t o  be  carried out  satisfactorily. 
The stability of the  relatively limited quantities 
sold every year bears witness t o  this a n d  does  
not  seem to  require special mention in the regu­
lations requiring one  authority t o  check another,  
for  example,  expecially as the recipient of the  
aid (the armed forces) is normally subject t o  
strict internal controls. 
The same is true for  the application of monetary 
compensatory amounts  in this sector. In view of 
the small number  of these operations, it is diffi­
cult t o  justify the cost a n d  inconvenience of 
establishing a n d  implementing sophisticated 
procedures, especially when it is a case of 
checking military convoys at the  frontier. 
The  main aim of the guarantee of security sys­
tem (4.85) is t o  record the intention of serious 
operations, which is necessary for  knowing mar­
ket trends. The Commission is therefore of the 
opinion that  the security cannot  b e  abolished. 
Finally, the  theoretical risk that  the  butter in 
question may be  subsequently exported (4.86) 
a n d  receive a re fund  presupposes that  the 
national a n d  military authorities deliberately 
break the  rules. The  Commission finds it hard t o  
consider this att i tude likely. 
4.87. t o  4.96. Management of skimmed-milk pow­
der 
1. The Commission would like t o  state that  milk 
production is still in surplus a n d  is continuing 
t o  increase. Although skimmed milk production 
stabilized in 1979 a n d  1980, it can easily 
increase again, as  in 1977. This possibility is all 
the more likely as  milk powder production 
increases when there are n o  more profitable out­
lets. 
2. Intervention buying is a market support  mea­
sure which, unlike other measures of this type, 
does  not  settle anything connected with the ulti­
mate  sale of the  product.  In fact,  after Commu­
nity storage (at 120 E C U / t / y r ,  including financ­
ing costs), the product  has t o  b e  sold. It is also 
imperative t o  avoid a permanent  situation in 
which the  intervention stocks become a regular 
source of supply for  some users as  they would 
then replace these users' normal stocks at the 
Community 's  expense. 
3. For several years, the  Communi ty  has been 
faced by the following situation: 
— high stocks of around one  million tonnes ;  
— fairly low prices on  the world market a n d  
high re funds ;  this situation has been 
encouraged by the fact that the Community ,  
as the largest exporter, has  a public stock 
which sometimes reaches twice the  level of 
world t rade;  
— a regular supply t o  some destinations f rom 
the intervention stocks. 
In fact,  the intervention stocks were an  exces­
sive burden on the market situation a n d  
obstructed the restoration of sound manage­
ment  of the intervention machinery. 
4. This situation was corected in 1979, mainly as a 
result of the following factors: 
— a stabilization — a n d  even some reduction 
— in milk powder product ion;  
— an  increase in internal sales of powder for  
animal feed,  especially for  calves; the 
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volume of these  sales increased by 11 % t o  
reach 1 300 0001;  
— addi t ional  opportunit ies  fo r  selling o n  the  
world market a t  high r e fund  rates. 
T h e  a ids  fo r  milk powder  in tended fo r  animal  
feed thus  remained in force until the  stocks 
reached a tolerable level. In fact,  these a ids  were 
' last awarded  in  September a n d  a t  the  e n d  of 
September  publ ic  skimmed-milk powder  stocks 
amoun ted  t o  365 000 t (equivalent t o  20 % of  
annua l  production).  This fo rmed part  of  a n  
already restrictive policy, namely the  reduction 
of  export  re funds ,  of  aid t o  liquid sk immed milk 
fo r  animal  feed a n d  of  aid fo r  conversion into 
casein. 
5. T h e  world market reacted very favourably t o  
this t rend,  al lowing a considerable reduction in 
re funds .  T h e  internal market  also reacted 
favourably by reducing intervention supplies.  
Towards  the  end  of  1979, market  prices out­
stripped intervention prices by  7-8 %. This  is a 
technical market  reaction t o  the  fact  that  some  
users were partly cut  o f f  f rom their regular sup­
ply when the  intervention stock reached 
1 0 0 0  0 0 0  t a n d  h a d  t o  establish their own 
reserves. Since then,  prices are once  again a t  a 
level slightly above  t he  intervention price. 
6. The  Cour t  criticizes the  Commiss ion  fo r  having 
continued high refunds  and  pig-feed aids for  too  
long. T h e  Cour t  claims tha t  more  than  
100 M E U A  could have  been saved.  
T h e  Cour t ' s  assessment is based  o n  lat^r calcu­
lations m a d e  at a t ime when there are n o  exces­
sive Communi ty  stocks o n  the  market .  How­
ever , i f  this considerable reduction in stocks h a d  
no t  taken place, the  market si tuation a n d  the  
prices o n  the  world market would  have  been  
very different  f rom those prevailing t o d a y y  
Unfortunately ,  it is no t  possible t o  know this 
with suff icient  accuracy a n d  certainty. As a 
result, t he  calculat ions m a d e  b y  the  Cour t  a f te r  
the  event are  inevitably theoretical a n d  are arbi­
trary in nature.  
7. Although there were doubts  abou t  whether  large 
quanti t ies  o f  milk powder  could  b e  sold t o  t he  
intervention stocks, which h a d  reached 
1 350 000 tonnes  in 1976, t he  Commiss ion  is o f  
the  op in ion  tha t  these stocks have  been  reduced 
successfully. In  the  financial year  1979, quant i ­
ties were reduced f rom 722 000 tonnes  a t  t h e  
beginning of  the  year  t o  215 000 tonnes  a t  t h e  
end .  This  operat ion admittedly involved high* 
expendi ture  in 1979, bu t  it is by  n o  m e a n s  cer­
tain tha t  the  alternative policy r ecommended  b y  
the  Cour t  would  have  led t o  less expendi ture  
over several years. 
8. T h e  Commiss ion is of the  opinion that  the  prob­
lems associated with the  management  of  the  
milk a n d  milk products  market  are d u e  t o  excess 
milk product ion.  In  recent years, it has  repeat­
edly presented the  Counci l  v/ith proposals  
which have  been followed only in part  a n d  with 
some  delay. T h e  Commiss ion has  also adop ted  
several new measures.  But, pend ing  a solution 
t o  the  basic  problem, the  Commiss ion  feels 
obliged t o  try a n d  find outlets fo r  the  growing 
quanti t ies of  milk. 
CHAPTER 5 — THE EAGGF GUIDANCE 
SECTION 
It has  t o  b e  realized tha t  the  utilization of  appropr ia­
t ions is affected by  t he  E A G G F  Gu idance  Section's  
methods  of  f inancing.  Nearly all measures  require a 
financial contribution f rom the  Member  State con­
cerned,  since the  Communi ty  meets part  of  t he  cost 
only.  
In m a n y  cases, before  a new measure  can  become  
operat ional ,  the  Member  State mus t  a d o p t  nat ional  
implement ing measures o r  must  present  a relevant 
programme.  
Most  o f ten ,  agricultural structures legislation is no t  
automatical ly applicable as  it requires a positive ini­
tiative by  t he  potential  beneficiary, a n d  it must  b e  
stressed tha t  financial aid is no t  the  only fac tor  
which influences his choice. 
5.1. to 5.2. Under-utilization of -commitment 
appropriations and transfers to other titles of the 
budget 
T h e  Commiss ion  recognizes the  under-utilization of  
appropr ia t ions  in 1979 by the  E A G G F  Gu idance  
Section. 
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This was in part d u e  to  the  optimistic forecasts 
m a d e  by the  Member States. In addit ion,  the imple­
mentation of a number  of new measures was 
delayed as  Member  States took a long time t o  sub­
mit their programmes for  Commission approval.  
Appropriations were only transferred f rom Chapter  
100 to finance certain urgent proposals before the 
Council when it became obvious that  delay by the  
Council  in adopting those proposals would mean  
that  ear-marked appropriat ions could not  be  used. 
5.4. The continued application of Regulation 
N o  17/64 and the re-utilization of its appropriations 
The  re-use of appropriations granted under  Regula­
tion N o  17/64 a n d  released by Regulation N o  3171/  
75 is only made  possible by Article 19 (4) of Regula­
tion N o  355/77. The  re-use of such appropriations 
in 1979 was only permissible as a result of Regula­
tion N o  2992/78, which prolonged the  effect of 
Regulation N o  17/64 t o  cover 1978 a n d  1979. 
T h e  Commission is fully aware of the  problems aris­
ing f rom the presentation of committed appropria­
t ions in the  accounts.  Matters are further compli­
cated by the fact  that the appropriations released by 
Regulation N o  3171/75 may b e  either non-differen­
tiated. if recovered f rom projects committed prior t o  
1977, or differentiated. The Commission will seek t o  
present these-matters more clearly in future.  
5.5. t o  5.8. Need to improve the budget estimates 
The  Commission fully recognizes the  need t o  
improve the  budget estimates in this sector. A num­
ber  of steps have been taken t o  improve utilization, 
a n d  the first effects of these are already being felt. 
O n  the strength of the payment  requests transmitted 
by Member  States in 1980, the Commission can b e  
confident  that  utilization by the Guidance  Section 
in 1980 will be  vastly improved. 
The  Commission is applying an  improved method 
of assessing the estimates of expenditure by the  
Member States, particular reference being paid t o  
the  accuracy of previous estimates a n d  realistic 
allowance being made  for the time-lag between the 
adoption of a measure by the Council  and  the first 
expenditure by the E A G G F .  The effects of this more 
rigorous forecasting will, be  evident in the imple­
mentation of the 1980 budget.  
In addit ion,  the Commission decided in March 1980 
(Decision 80/427) to  increase payment  on  account 
f rom 75 % to  100 %. This should improve the utiliza­
tion in 1980 of appropriations in the four  socio-
structural directives concerning 'Modernization of 
farms' ,  'Cessation of farming a n d  reallocation of 
land for  structural improvement ' ,  'Vocational guid­
a n c e  a n d  training' a n d  'Mounta in  a n d  hill-farming 
a n d  farming in certain less-favoured areas'. 
5.9. t o  5.11. Under-utilization of payment appro­
priations 
For measures other than  those of the project type, 
the commitment appropriations a n d  the payment  
appropriations are identical. 
The  remarks made  in points 5.2 a n d  5.3 on  commit­
ment  appropriations apply equally t o  the  payment  
appropriations for  these measures. 
The  payment  appropriations for  measures of the  
project type are dependent  on  the speed of execu­
tion of the  projects a n d  the rapidity with which, fol­
lowing their execution, payment claims are submit­
ted.  The speed of execution is very variable a n d  is 
of ten influenced by the sector concerned a n d  the  
Member  State in which the project is being exe­
cuted. 
Of ten ,  changes in the market conditions for  the 
product or in the interest rates applying t o  bridging 
finance can have the  effect of speeding u p  or slow­
ing down the execution of a project. Improved 
administrative procedures in the Member  States a n d  
a slower rate of inflation can together of ten  acceler­
a te  the execution of projects. 
The  adoption of Regulation N o  3171/75 has 
improved the speed with which projects were begun,  
bu t  has d o n e  little t o  accelerate their completion. 
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As a result of  these factors,  it is diff icult  t o  forecast  
requirements with regard t o  payment  appropr ia t ions  
a n d  past  experience is heavily relied u p o n  when  for­
mulat ing those  requirements.  
were granted t o  so  m a n y  fishing vessels between 
1972 a n d  1979, when the  protection of  fishing 
resources in the  Communi ty  m a d e  it essential t o  
reduce opportunit ies  fo r  catching certain species 
f rom  1977 onwards.  
5.12. Unsatisfactory operation of the system of dif­
ferentiated appropriations 
T h e  Cour t ' s  comment  p n  the  practice of  limiting 
commitments  in respect of the  fou r  socio-structural 
directives t o  the  amoun t s  actually pa id  will n o  lon­
ger apply  f rom  1980 onwards,  as  Decision  80/427 
has  increased the  payment  o n  account  f rom  75 % t o  
100%. In future,  therefore,  commitments  will cover 
all the  requests fo r  reimbursement  submit ted b y  
each Member  State. 
5.14. 'Horizontal' rules governing the administra­
tive arrangements for granting advances 
T h e  Commiss ion  adop ted  special procedures fo r  
implement ing each measure fo r  the  fol lowing rea­
sons :  
(i) the  types of measure vary somewhat  as  t o  
structural objectives a n d  methods  of finan­
cing;  
(ii) t o  rationalize the  review of requests as  f a r  as  
possible, it is p l anned  t o  m a k e  max imum use 
of  fo rms  which have  t o  b e  adap ted  f o r  each 
specific measure ;  
(iii) the  basic  regulations state tha t  t he  payment  of  
advances  depends  o n  the  method  of  financing 
adop ted  a t  nat ional  level a n d  these are most  
o f ten  known only when the  nat ional  pro­
grammes are submit ted.  
Consequent ly ,  the  Commiss ion is no t  p lanning  t o  
a d o p t  any  general rules o n  the  subject  of  advances .  
5.18. a n d  5.19. Selecting projects for financial sup­
port 
Regarding the  selection of projects fo r  subsidy f r o m  
the  Fund ,  the  Cour t  seems surprised tha t  subsidies 
T h e  Commiss ion wou |d  first draw the  Cour t ' s  at ten­
tion t o  the  nature o f  the  regulations which m a k e  
intervention by the  E A G G F  possible:  Regulat ion 
N o  17/64,  which, since it is 'horizontal '  in nature ,  
does  no t  lay down  specific criteria fo r  fishing ves­
sels, a n d  Regulation N o  1852/78  which,  o n  t he  
other h a n d ,  does  lay down  certain guidelines relat­
ing t o  the  selection of  investment projects.  
While the  Cour t  m a y  not  have cast any  d o u b t  o n  t he  
legality of  f inancing certain projects,  notably in t he  
United Kingdom,  given the  criteria set ou t  in t he  
above  regulations, it does  appear ,  in its criticism, t o  
b e  reviewing the  individual merit of  these  projects 
in the  light of its general interpretation of  the  C o m ­
mission's  general policy towards fisheries. 
Generally speaking,  the  Commission shares the  opi­
n ion  of  the  Court  of  Auditors,  namely  tha t  fisheries 
capacity should be  increased only in proport ion t o  
the  real catch potent ia l ;  this principle, moreover,  
' has  underlain the  proposals  sent by  the  Commiss ion  
t o  the  Counci l  since  1975 a n d  is restated in the  new 
structural proposals  ( C O M  420  final of  18 July  
1980). Seeing how complex the  structural problems 
are in the  fisheries sector, the  Commiss ion  is sur­
prised a t  the  haste with which the  reasons  behind cer­
tain decisions have been taken fo r  the  effects  of  
those  decisions, confirming,  in t he  Cour t ' s  view, 
' that  better coordinat ion is needed  between the  
management  of  the  aid a n d  the  measures  appl ied  in 
the  fisheries sector' .  
It should b e  noted,  in particular, that  the  propor­
tionally large number  of  projects financed in t he  
northern regions of the  United Kingdom reflects the  
Commiss ion ' s  aim of  support ing fishing in areas  o f  
the  Communi ty  which are heavily dependen t  o n  
fishing a n d  related activities. This  approach ,  which 
t he  Commiss ion has  been following since 1973, was  
conf i rmed a n d  strengthened b y  the  Counci l  Resolu­
t ion (issued a t  T h e  Hague)  of  3 November  1976, 
whereby the  vital interests of the  inhabi tants  of  such 
areas are t o  b e  taken into account  when  fisheries 
resources are allocated. This  also necessitates a re­
structuring of  the  product ive  appara tus ,  a n d  so  t he  
number  of projects financed in these areas  increased 
in the  period 1977-79 (Annex 1). 
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However, analysis of the statistics relating to the 
Community's fishing fleets shows that the number 
of vessels which received a subsidy in the period 
197.2 to 1979 represented a mere 0 -8  % of all active 
fishing vessels in the EEC. In the United Kingdom, 
which was the only country examined by the Court 
in the autumn of 1979, the 242 vessels subsidized 
during seven years of E A G G F  activity represent 3 % 
of the U K  fishing fleet. 
Despite new building, the total tonnage of fishing 
vessels declined during the same period by 5-5  % in 
the EEC and by 25 % in the United Kingdom, 
where, in the class of vessels over 24 metres in 
length, 61 new vessels came into service and 314 
were withdrawn from activity, leaving a negative 
balance of 253 %. 
These few figures will show that it is not only desir­
able but essential to renew or modernize fishing fleets 
in order to adapt them to the conditions resulting 
from the conservation measures. The real problem 
concerning EAGGF intervention in this sphere is 
not that too much investment has been financed, 
but that the funds  required to influence the restruc­
turing of the Community's fishing fleets in a parti­
cular way are not there. 
As far as the problem of modernizing vessels is con­
cerned, it is quite normal, even in the case of 
recently-constructed vessels, that certain alterations 
should have been needed if due account is to be 
taken of the trend in fishing opportunities. 
Projects relating to the purchase or modernization of fishing vessels concerning which a decision to grant E A G G F  assistance was 
given in the period 1971-1979 
1971-1976 197.7-1979 1971-1979 
M e m b e r  State 
% Projects Vesse l s  ( ' )  % Projects Vessels  ( ' )  % Projects Vesse ls  ( ' )  
F R  of G e r m a n y  5 - 3  13 13 6 - 8  16 16 6 0  29 29 
Belgium 2 0  5 5 0 - 4  2 1 1-3 6 6 
D e n m a r k  0 - 8  . 2 2 4 - 7  11 34 2 - 7  13 36 
France  7 - 4  18 49 2 -1  5 3.0 4 - 8  23 79 
I re land 14-7 36 54 2 2 - 4  53 53 18-5 89 107 
Italy 2 0  5 5 20 -8  49 53 11-2 54 58 
Italy (Nor th)  0 - 4  1 1 10-6 25 27 5 - 4  26 28 
Italy (South)  1-6 4 4 10-2 24 26 5 - 8  28 30 
Nether lands  4 - 9  12 12 4 - 7  11 11 4 - 8  23 23 
Uni ted  Kingdom. 62 -9  154 178 3 8 1  90  93 50-7  244 271 
England  a n d  Wales 15-5 38 55 8 0  19 22 11-8 . 57 77 
Scot land 4 0 - 8  100 107 19-9 47 47 30 -6  147 154 
Northern Ireland 6 - 6  16 16 10-2 24 24 8 - 3  4 0 .  40  
Total  100 245 318 100 236 291 100 481 609 
( ' )  N u m b e r  o f  vessels t o  which t he  projects  relate. 
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5.21. and  5.22. Implementation of the projects 
The conclusion that ' the Community  bodies appear  
equally responsible for having allowed such a situa­
tion to  develop'  is not  justified by the findings 
which the Court  presents at this point. 
It is hard to  see, moreover, how the Community  
bodies could have prevented this situation from 
occurring. 
The Communi ty  bodies, in fact, d o  not have any 
regional agencies nor sufficient officials for  moni­
toring projects on the ground once a request for  
financial support  has been approved.  The Commis­
sion's departments can only intervene when, after 
some time has elapsed, work has not  begun or the 
payment requests reveal certain problems. 
For the rest, the Commission must rely on  the 
national authorities, as indeed is provided for  in the 
rules. 
It must be admitted, moreover, that  progress 
depends  less on the national authorities than on  
general economic trends, the state of the market a n d  
the initiative of the parties concerned. 
5.24. The slow implementation of projects in the 
Friuli area 
Implementation is in fact excessively slow, espe­
cially when one  considers that the implementation 
procedures actually provide for  certain advance 
payments to  be  made.  
At the end of June  1980, about  23 % of the aid h a d  
been paid,  which represents a certain improvement.  
The Italian authorities have been asked t o  explain, 
however, why they did not  submit requests for pay­
ment,  if, as they explained to  the Court  of Auditors, 
50 % of the projects had in fact been completed. 
5.25. to  5.31. Delays and difficulties in the imple­
mentation or utilization of investment, especially in 
the citrus fruits sector 
The Commission,  a n d  indeed the competent  author­
ities in the Member State concerned, are aware of 
the fact that the measures have not  yet produced the 
expected results. As the Court  itself points out,  the 
causes are complex. 
Regarding the effect of inflation a n d  the adjustment  
of the premium to  monetary trends (point 5.28), it 
should be  noted that  in the regulation the premium 
is expressed in units of account,  a n d  that  its value, 
espressed in national currency, has doubled thanks 
to  the changes in the representative rate used for  the  1 
common agricultural policy while the regulation is 
in force. In this way, the effect of inflation is kept 
lower than the actual inflation rate in Italy. 
5.32. to  5.35. Difficulties in justifying expenditure 
on aid to producer organizations 
The conclusion that i t ' i s  'contrary to  the require­
ments of sound financial, management '  that  the aid 
paid out  should remain in the possession of the  
Member State concerned is unwarranted. 
It was decided after a thorough legal, examination of 
the question that, under Regulation (EEC)  
N o  1035/72, the Member State had a right t o  the aid 
a n d  that the Commission could not  therefore refuse 
or withdraw the aid on  the basis of assessment cri­
teria. As the Court  rightly points out ,  however, the  
Commission realized immediately what it should d o  
a n d  put  forward certain amendments  t o  the provi­
sions in question which were accepted by the 
Council  — Regulation (EEC)  N o  1154/78 — a n d  
amended (by means of Regulation (EEC)  N o  850 /  
80) Regulation (EEC) N o  2264/69 on  requests for  
repayment of aid granted by Member  States, in 
order t o  be  able t o  judge  whether requests for  aid in 
cases where recognized producer organizations 
merged were admissible. 
5.38. General comments on supposed ambiguities 
and loopholes 
The Communi ty  texts were intended t o  cover a mul­
ti tude of situations involving dairy farms in the 
Community.  
In view of this diversity and  the changes which may 
arise in the situation of individual producers during 
the non-marketing or conversion period, in certain 
instances the regulations had t o  be  limited t o  gen-
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eral clauses al lowing appropria te  solutions t o  b e  
f o u n d  in cases which could  no t  b e  foreseen when  
the  texts were adop ted .  
T h e  Commiss ion  has  remedied t he  implementat ion 
difficult ies raised by  the  Member  States, replacing 
Commiss ion  Regulation N o  1307/77 b y  Regulat ion 
N o  1391/78, which has  in turn been  a m e n d e d  by 
Regulat ions N o s  2962/78  a n d  1799/79. 
T h e  adopt ion  of Regulat ion ( E E C )  N o  1078/77 has  
no t  enabled  t he  Communi ty  t o  el iminate the  follow­
ing problems:  
(i) checking the  identity of  dairy cows kept  when  
the  premium is requested a n d  compar ing  the  
number  of cows with the  n u m b e r  held by  the  
appl icant  a t  a specif ic earlier reference da t e ;  
(ii) determining Communi ty  criteria fo r  a mini­
m u m  area of pasture land,  which every appli­
cant  f o r  a premium must  possess when submit­
t ing his request,  seeing that  the  structures of  
dairy fa rms  in the  Communi ty  d i f fer  widely;  
(iii) the  establishment of  uni form rules throughout  
the  Communi ty  concerning t he  exceptional 
cases which would  have  been admissible if t he  
principles out l ined by the  Cour t  of Auditors  
h a d  been  adop ted  (disposal of  cattle o r  pasture 
land  dur ing the  period before  t he  appl icat ion 
is submit ted notably in cases of  force majeure 
or  fo r  ordinary reasons unconnec ted  with a 
subsequent  applicat ion for  a premium).  
In the  second half of  1979 a n d  the  first half of  1980 
the  Commiss ion ' s  depar tments  carried ou t  — in the  
process of  f inal  clearance of the  accounts  — checks 
o n  expendi ture  in several Member  States. Checks  
will b e  m a d e  in other  Member  States in the  nea r  
fu ture .  
T h e  cases covered so fa r  have  produced  the  follow­
ing statistics: 
P r e m i u m s  
N u m b e r  o f  
cases  
Voluntary  
repayments  
by  t h e  • 
farmer  h i m ­
sel f  
Cases  re­
vealed by ' 
on-the-spot  
inspect ions  
o r  o ther  
c h e c k s  
Non-marketing 20 4 16 
Conversion 33 . 17 16 
Total 53 21 32 
These figures — a n d  the  fact  that  recovery is possi­
ble  in most  cases a t  present — show the  high s tand­
ard of inspection in the  Member  States. T h e  Mem­
ber  State t o  which the  Court  al ludes has  no t  yet 
been  inspected as f a r  as  premiums are concerned,  
bu t  these will b e  checked in the  near  future .  
T h e  Commiss ion  shares the  Court ' s  opinion tha t  
there is a danger  that  the  metal markers at tached t o  
t he  cows'  ears can b e  replaced,  bu t  it is inclined t o  
think tha t  the  risks are slight, in view of the  other 
checks which are made .  
With reference t o  identity cards, Communi ty  legisla­
t ion provides that  the  premium may  b e  recovered in 
any  case where the  card is incomplete  or incorrectly 
certified. 
T h e  Commiss ion has  taken note  of the  Cour t ' s  
remark concerning the  deduct ion of fees f rom the  
premiums granted,  a n d  is currently carrying ou t  a 
detailed investigation of this point .  
CHAPTER 6 — F I N A N C I A L  ACTIVITY O F  T H E  
C O M M U N I T Y  I N  T H E  SOCIAL SECTOR 
6.3. T h e  point  m a d e  in the  second sentence of 
this paragraph raises the  question of  a n  interpreta­
tion of Article 123 of  the  Treaty of  R o m e  a n d  is 
implicitly raised again in 6.16. 
T h e  Commiss ion considers that  the  existing guide­
lines, the  s tandard forms fo r  applicat ions a n d  claims 
provide a sufficient  degree of control o n  t he  differ­
en t  systems existing in the  Member  States. 
6.10. T h e  Commiss ion — who  proposed  — a n d  
the  Counci l  a n d  the  Parliament — w h o  approved 
t he  transfer  criticized by the  Cour t  of Auditors  — 
hold  this operat ion t o  b e  lawful .  
6.11. In the  first type  of cancellation procedure  
(second indent)  as  t he  Cour t  rightly poin ts  out ,  noti­
fication of  unspent  appropriat ions within specified 
t imes results in these appropriat ions being available 
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fo r  re-use. T h e  Commiss ion has  endeavoured  t o  
have  notif ication as  early as  possible in the  year so  
tha t  the  unspent  amoun t s  can b e  used in the  final 
batch of  agreements in any  o n e  year, a n d  t o  ensure 
that  the  weighted reduction is kept  t o  a min imum.  
However,  the  information relating t o  the  progress of  
operat ions  a n d  any possible saving of  appropr ia­
t ions only becomes  available as  the  year progresses 
a n d  exact indicat ions of final costs emerge. Conse­
quently,  the  Member  State is only in a position t o  
not i fy  the  results t o  the  Commission late in the  year. 
Every effort  is being m a d e  t o  bring forward the  da te  
of  notification of unspent  appropriat ions a n d  the  
Commiss ion  hopes  that  familiarity with the  system 
by the  Member  States will ensure earlier notifica­
t ion,  bu t  this will depend  o n  the  extent of  nat ional  
control a t  the  different  levels of the  operat ion 
included.  In addi t ion,  the  guidelines fo r  the  m a n ­
agement of the  F u n d  in the  years  1981-1983 include 
a provision t o  discourage Member  States which d o  
no t  not ify the  Commiss ion  in t ime to  allow the  
re-use of unspent  appropriat ions.  
T h e  method of cancellation referred t o  in the  third 
indent  involves the  outright cancellation of unused  
o r  unclaimed amoun t s  fo r  operat ions  carried ou t  
prior t o  1. 1. 1977 (when there was n o  provision fo r  
re-use of unspent  appropriat ions)  o r  fo r  operat ions  
carried ou t  af ter  1 .1 .  1977 a n d  where notif ication of  
unused  a m o u n t s  was t o o  late t o  allow for  their 
re-use. Only  when final claims f o r '  payment  are 
received can a n y  outs tanding balances  b e  cancelled 
a n d  only then af ter  not ifying the  Member  State ( and  
giving t ime fo r  a reply). 
6.16. (first indent)  T h e  rules of the  F u n d  were 
drawn u p  t o  meet the  most  pressing needs  of the  
Communi ty ,  a s  reflected in the  labour  market  which 
is itself undergoing cont inuous  change.  The level of  
significance of  Communi ty  intervention reflects the  
degree t o  which programmes submit ted by  t he  
Member  States qual i fy no t  only unde r  the  rules of  
the  F u n d  bu t  also under  the  priorities indicated in 
t he  guidelines fo r  the  management  of the  Fund  — 
priorities which are drawn u p  t o  meet  the  changing 
needs  of  the  labour  market as  seen by the  C o m m u ­
nity. 
T h e  comments  did  no t  draw attention t o  the  fact  
that  the  Member  States must  submit  a report a n n u ­
ally in accordance with Article 5 of  Commiss ion  
Decision 7 8 / 7 0 6 / E E C  of  27 July 1978 which stipu­
lates that  ' O n  the  basis of an  outl ine prepared b y  t he  
Commiss ion  a n d  forwarded t o  the  Member  States 
before  1 January,  Member  States shall forward t o  
t he  Commiss ion no t  later than  31 March of  the  same  
year a summary  report  of  the  results of  operat ions  
carried ou t  with assistance f rom the  European  
Social F u n d  in the  previous f inancial  year ' .  T h e  
reports of  the  Member  States fo r  1979 are in t he  
course of  preparat ion fo r  publication as  a n  annex  t o  
the  annua l  report f o r  1979. 
6.16. (second indent)  The  Social Fund  is based  
o n  financing specific projects which must  qual i fy  
unde r  t he  rules of the  F u n d  a n d  are allocated priori­
ties in accordance with the  guidelines. T h e  alloca­
t ion of expenditure,  nat ional  or otherwise, will vary 
f rom Member  State t o  Member  State. 
U n d e r  the  terms of Council .  Decision 7 1 / 6 6 / E E C  of  
1 February '  1971 o n  the  reform of  t he  European  
Social Fund ,  as  modif ied  by Decision 7 7 / 8 0 1 / E E C  
(OJ N o L 2 8  of  4 . 2 .  1971, a n d  O J  N o  L 337 of  
27. 12. 1977), the  existing administrative structures 
in the  Member  States have  t o  be  accepted.  
6.16. (third indent)  Member  States are aware tha t  
claims for  payment  o n  approved operat ions  m a y  b e  
subject  t o  on-the-spot verification b y  the  Commis ­
sion a n d  it is jiormal practice tha t  documen t s  are 
held  by  the  Member  States fo r  some  period af ter  t he  
e n d  of operations.  
6.16. (fourth indent)  T h e  Commiss ion  can only 
assess the  effectiveness of  nat ional  labour  market  
policies in the  context  of the  statements given by the  
Member  States for  the  Annua l  Social Report  of  the  
Commiss ion.  T h e  aim of the  Commiss ion  in audit­
ing the  European  Social F u n d  is t o  ensure  tha t  the  
policies of the  Communi ty  are being implemented ,  
tha t  the  monies  allocated by  the  Commiss ion  fo r  
these policies are being properly spent  in accord­
ance  with any  condit ions laid down  by t he  Commis­
sion a n d  that  the  policy objectives of  the  C o m m u ­
nity are being achieved. 
6.16. (f if th indent)  T h e  guidelines are d rawn u p  
a n d  adap ted  annual ly,  t o  cover the  most  pressing 
problems of  the  labour  market o n  a Communi ty  
level. Budgetary constraints are reflected by  the  
applicat ion of the  provision fo r  weighted reduct ion,  
bu t  they d o  no t  play a ma jo r  role in determining the  
priorities of the  guidelines. 
6.17. For some years now,  the  Commiss ion  has  
been carrying ou t  systematic controls within the  
f ramework of  the  European  Social Fund .  
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6.18. T h e  new system, approved  b y  t he  Counci l ,  
o f  deal ing with claims fo r  payment  in respect of  
operat ions  carried ou t  af ter  1.1.  1978 was  estab­
lished t o  t ransfer  more  administrat ive responsibility 
t o  the  Member  State;  a l though it is t o o  early t o  say 
whether  the  processing of  claims fo r  payment  is 
more  efficient  o r  not ,  every effort  will b e  m a d e  t o  
cont inue  in this direction. 
Experience so  f a r  has  shown that  the  persons desig­
na ted  by  t he  Member  States t o  check t he  accuracy 
o f  t he  informat ion suppl ied  in claims fo r  payment ,  
bo th  as  regards factual  content  a n d  f rom t h e  
account ing poin t  of  view, take  their  responsibilities 
very seriously. 
6.19. Because of  t he  introduction of  t he  new sys­
t ems  of  payment  in 1978, on-the-spot verifications 
were concentrated o n  the  three Member  States 
which take  u p  the  vast bulk  o f  total  commitments  
b u t  they will b e  extended progressively t o  all M e m ­
ber  States as  provided fo r  by  the  new system of  
coordinat ion of  Communi ty  controls.  T h e  criticism 
of  the  Cour t  of  Auditors  tha t  p lann ing  of  on-the-spot 
checks ha s  no t  been  the  subject  of  a coordinated 
approach  — either within the  Social F u n d  Directo­
rate o r  with the  Financial  Controller  — canno t  b e  
accepted.  
6.21. T h e  methods  used  in verifying expendi ture  
varied considerably in each M e m b e r  State t o  t ake  
account  of  t he  differ ing administrat ive a n d  account­
ing systems. In  the  third paragraph,  reference is 
m a d e  t o  the  proport ion of  administrat ive staff  
expendi ture  al lowed in allocating expendi ture  t o  eli­
gible programmes.  This  system was  established with 
t he  Italian administrat ion a n d  accepted b y  the  C o m ­
mission because  of  the  particular administrat ive 
structure in Italy. 
Other  M e m b e r  States d o  no t  have  a similar struc­
ture,  a n d  thus  the  me thods  appl ied  are dif ferent  in 
each Member  State. Consequent ly ,  the  use of the  
word  'discriminatory'  canno t  b e  understood-. How­
ever, this  is a n  area which the  Commiss ion  is study­
ing, particularly in the  light of the  introduction of  
uni t  costs, n o w  in the  course of  preparat ion.  
6.23. T h e  on-the-spot audits  carried ou t  by  t he  
Directorate-General f o r  Financial  Control  in 1979 
were few in number  a n d  the  overall context  in which 
they were carried ou t  cannot  b e  appreciated if they 
are considered in isolation. Since the  entry in to  
force of the  new F u n d ,  t he  a im of  such checks is 
that ,  ultimately, the  majori ty of  nat ional  systems 
a n d  procedures  will b e  covered. In  1980, a n  analysis 
of the  audi t ing  methods  in this sector was  carried 
o u t  with a view t o  the  re-allocation of tasks, with 
greater emphasis  o n  on-the-spot  checks, a n d  t o  
achieve complete  coverage within five years. 
T h e  coordinat ion of audi ts  a n d  inspections is also a 
constant  concern of Financial  Control ,  which was  
officially given responsibility fo r  this task by  the  
Commiss ion  o n  11 July 1979. The  fact  remains that  
Financial  Control  is occasionally required t o  carry 
ou t  checks in order  t o  settle cases in dispute  which 
could  no t  b e  cleared before  authorization either o n  
t he  basis of suppor t ing documents  o r  on-the-spot 
checks. T h e  French case raised by the Cour t  is a par­
ticularly striking example  of this since a n  inspection 
h a d  been  carried ou t  of the  b o d y  in quest ion by  the  
Funds ' s  depar tments ,  fol lowed by a nat ional  inspec­
t ion yet n o  replies were given t o  the  questions 
asked.  
T h e  inspection carried ou t  in Italy concerned a gen­
eral problem of principle, namely the  interpretation 
of  Article 8 of the  Counci l  Decision of  1 February 
1971 which limits the  Fund ' s  contribution — where 
projects o r  operat ions are being carried ou t  by  pri­
vate bodies  or agencies — t o  the  expenditure 
incurred b y  the  publ ic  authorities. 
T h e  inspection visit t o  the  Uni ted Kingdom formed 
part  of a Communi ty-wide  survey of the  methods  
used t o  determine compliance with the  criterion 
' young '  as  def ined  in Communi ty  regulations. 
T o  conclude,  the  Directorate-General f o r  Financial  
Control  is of the  op in ion  that ,  in general terms, t he  
s tudy of the  systems investigated during these 
inspection visits covers t he  eptire procedural  system 
operated by  the  Fund .  
6.26. T h e  Commiss ion  cannot  accept  tha t  the  pre­
vious internal audi t  procedures were necessarily 
unsatisfactory,  b u t  does  accept  tha t  rapid  growth in 
t he  size of  the  F u n d  makes  it necessary t o  keep  pro­
cedures unde r  review a n d  this is borne  out" b y  t he  
outl ine of  the  new procedures of  control given in 
paragraphs 6.24 a n d  6.25. 
6.2j7. Cons iderab le  emphasis  has  been  placed o n  
el iminating delays (particularly of  advances)  
between receipt of claims a n d  payments .  T h e  pro­
cessing of  claims for  payment  is moni tored contin­
uously.  It should b e  ment ioned,  however,  tha t  the  
staff  deal ing with payments  are also deal ing with 
appl icat ions fo r  assistance ( and  this integrated 
structure was introduced t o  ensure proper  manage­
ment) .  Applicat ions fo r  assistance are  submit ted 
a n d  dealt  with, within very tight deadlines.  At times, 
because of  shortage of staff ,  priorities have  t o  b e  set. 
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Miscellaneous activities in the social sector 
6.31. (end of  second paragraph) With reference 
t o  the  54 % rate of utilization of appropria t ions  fo r  
payment  under  Article 303, the  Commiss ion  would  
point  ou t  that  the  payment  decisions in respect of 
new requests were taken only in the  last quarter  in 
order that  all the  applicat ions submit ted over the  
year could be  compared.  Consequent ly ,  the  pay­
ments  in pursuance of  this Decision were no t  m a d e  
until the  beginning of  the  carryover year. The  t ime 
needed t o  negotiate loan contracts (Item 3031) d id  
in fact  lead t o  the  carryover of all the  sums commit­
ted .  
prerogative t o  fix the  parameters  listed in Article 13 
(3) of  the  F u n d  Regulation for  each measure,  t he  
Regulation establishing those measures stipulates 
tha t  it is the  Commission,  a n d  no t  the  Counci l ,  
which must  approve  the  programmes,  af ter  consult­
ing the  F u n d  Commit tee .  
T h e  Commiss ion will propose the  steps required in 
order  t o  ensure that  the  appropria t ions  entered in 
t he  ' non-quo ta '  section are used in time t o  prevent  
cancellation of  the  1979 appropriat ions.  
6.31. (fourth subparagraph)  The. increase, over 
the  previous financial year, in the  appropria t ions  t o  
b e  carried over under  Article 302: 'Tasks entrusted 
t o  the  institution t o  promote  exchanges of  young  
workers'  can  be  explained by the  contractual  com­
mitments  entered into in the  last quarter  in respect 
of  the  new programme for  the  exchange of young  
workers consequent  u p o n  the  transfer  of  
650 000 E U A  f rom Chapter  100 t o  Article 302. 
6.31. (last sentence of fifth paragraph)  T h e  two  
projects booked  t o  Article 356 were not  under taken 
until the  end  of the  year as  a result of a policy 
change  in favour  of  a more  general approach  t o  the  
working environment .  
As t o  the  appropriat ions carried over, it became  
necessary t o  restrict the  experimental scope of a 
research project t o  make  an  economic  assessment of  
the  social costs associated with night work o n  
account  of the  reservations expressed by firms abou t  
Communi ty  action in this field. T h e  total actually 
pa id  was only 50 % of  the  total a m o u n t  earmarked 
for  this purpose.  
CHAPTER 7 — T H E  EUROPEAN REGIONAL 
DEVELOPMENT F U N D  
I. Appropriations available in 1979 and theiir utiliza­
tion (paragraphs 7.2 t o  7.13) 
Commitment appropriations 
7.3. As regards the  procedure fo r  approving spe­
cial programmes for  specific Communi ty  measures,  
it should  be  noted that ,  al though it is the  Counci l ' s  
Payment appropriations 
7.7. As regards payment  appropriat ion estimates,  
reference is m a d e  t o  the  Commiss ion ' s  replies t o  
paragraphs 5.9 t o  5.11 of  Cour t  of  Auditors report  
concerning the  financial year  1978, in which t he  
Commiss ion commented  o n  the  exceptional slack­
ening of  payments  in 1978. T h e  unforeseeable carry­
over  of  353 490 000 E U A  f rom 1978 to  1979 was  
largely d u e  t o  factors o ther  t h a n  over-estimation of  
payment  appropriat ion requirements.  
In accordance with the  s tandard  budgetary proce­
dure,  the  payment  appropriat ion requirements  fo r  
1979 were estimated in the  first half of  1978, i.e. 
before  there was  any indication of  the  rate of  utiliza­
tion of the  1978 appropriat ions fo r  payment .  It was  
no t  possible t o  take  account  of  the  slackening o f  
payments  in 1978 when estimating requirements  f o r  
1979, a n d  the  estimates were based  o n  t he  premise 
that  E R D F  payments  in 1978 would  fol low the  
usual pattern.  
As  the  Commiss ion predicted in paragraph 92 of the  
fourth (1978) annua l  report  of  the  E R D F ,  the  excep­
tional carryover f rom 1978 could no t  b e  absorbed in 
1979 despite the  fact  that  payments  were more  than  
twice as  high as  in 1978. T h e  1979 out-turn of 
513 150 000 E U A  was  well above  the 483 M E U A  
entered as  appropria t ions  fo r  payment  in the  1979 
budget .  As a result s o m e  6 1 - 4 %  of  the  total appro­
priations fo r  payment  available fo r  1979 (483 
M E U A  + 353 190 000 E U A  = 836 190 000 E U A )  
have  been used.  Meanwhile ,  in a n  a t tempt  t o  cure  
the  after-effects of the  exceptional 1978 si tuation 
once  a n d  fo r  all, the  appropria t ions  fo r  payment  
entered in the  new draf t  budget  fo r  the  1980 finan­
cial year  have  been cut  t o  400 M E U A ,  as  opposed  t o  
the  600 M E U A  originally entered in the  d ra f t  preli-
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minary budget  for  1980 following a proposal pu t  
forward by the Commission early in 1980. 
7.8. The third subparagraph of Article 1 (3) of the  
Financial Regulation must  b e  interpreted in con­
junct ion with Article 6 (2b), which lays down that  
payment  appropriations which have not  been used 
at the  end  of the  financial year for  which they were 
entered shall be  carried over automatically t o  the  
next financial year only. The only limiting clause in 
these provisions is that  payment  appropriations 
which have not  been used may no t  be* carried over 
more  than once. The  appropriations for  payment  
which were carried over f rom 1978 t o  1979 can 
therefore b e  regarded as an  integral part of the  
appropriations for  payment  available for  use during 
the 1979 financial year. Although in practice carry 
overs are used primarily for  expenditure arising 
f rom commitments entered into in previous finan­
cial years, the Commission is under  n o  legal obliga­
tion to  conf ine  its use of carryovers t o  such expendi­
ture should requirements arising f rom previous com­
mitments prove too  low to  absorb the  entire amount .  
The  Commission feels that  it has followed the  basic 
rules of sound financial management .  
7.9. As regards the impact of the system of accel­
erated payments on 1979 payment  figures, the Com­
mission refers t o  the  da ta  contained in para­
graph 134 of the fifth (1979) annual  report ot the  
E R D F ,  which show that  in 1979, the first year of  
application of the system, accelerated payments  
accounted for  less than one  third of all payments  
made.  
The  Commission wishes t o  emphasize that the  lack 
of a computerized system in the administration of  
the  E R D F  has  made  it impossible t o  compile a list 
of accelerated payments  in the form desired by the  
Court  of Auditors (see also the Commission 's  reply 
t o  paragraph 7.12). 
7.10. The Commission is well aware of the fact  
that  the net rate of utilization of E R D F  f u n d s  by 
Italy is below the  Communi ty  average. It must b e  
remembered that,  under  the  Fund  Regulation, the  
rate at which the Commission makes payments  
depends  on  the rate a t  which the Member  States 
submit applications. The  Commission has  d o n e  all 
in its power t o  encourage the Italian administration 
t o  try t o  rectify the situation a n d  believes that the 
responsible authorities are now looking into the 
causes of the  delaysMn payments f rom Communi ty  
f u n d s  in Italy although the  Commission has  yet t o  
b e  informed of any results. 
Whatever the  outcome,  the Commission would b e  
very happy for  any help  it could obtain f rom the  
results of lessons which the  Court  of Auditors 
appears  to  have been able to  draw f rom its own 
enquiries. 
Commitments outstanding at the close of 1979 
7.12. a n d  7.13. Firstly, the Commission wishes t o  
point  out  that  the Court  of  Auditors has access no t  
only t o  the  da ta  recorded in the  annual  reports of 
the E R D F  a n d  in the annual  analysis of financial 
management  preceding the  revenue a n d  expenditure 
account  of  the  Communit ies  but  also t o  the  inspec­
tion reports drawn u p  by the Commission a n d  t o  all 
the  financial management  documents  catalogued in 
the  E R D F  files (mainly the decisions relating t o  the  
aid t o  be  granted, commitments,  payment  orders 
a n d  release of  appropriations). The  Court  of Audi­
tors also has access t o  the financial management  
department 's  files. The Court  of Auditors therefore 
has  all the available financial a n d  accounting infor­
mation at its disposal t o  help it draw u p  any  finan­
cial statements or extracts it needs for  its inspec­
tions. 
Secondly, the  Commission formally assures the  
Court  of Auditors that  the department  responsible 
for  the financial management  of the  E R D F  has  n o  
other accounting of financial statements o r  extracts 
in its hands.  In the absence of a computerized sys­
tem, the extra work entailed in compiling the da ta  in 
the  form desired by the Court  of Auditors would 
jeopardize the  efficiency of the department  con­
cerned, bearing in mind  that  an  extremely limited 
number  of staff has t o  deal with all the  work attach­
ing t o  the  financial management  of the E R D F ,  
including inspections. The demands  m a d e  by the  
Court  of Auditors '  inspections must  b e  reconciled 
with the need t o  avoid disrupting or delaying the  
work of the  department concerned. 
II. Audits by the Court of Auditors in 1979 (para­
graphs 7.14 to  7.37) 
7.14. Each year in the  past the Commission has  
striven t o  carry out  on-the-spot inspections of a 
number  of projects along with verification of 
approximately 10% of all projects granted aid f rom 
the  Fund  in previous years. However, staff shortages 
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mean that  the department responsible for  financial 
management  a n d  verification will soon reach the 
point  where it is n o  longer able t o  keep u p  this rate, 
especially since the Commission can under  n o  cir­
cumstances sacrifice quality for  quantity in this 
area. 
Selection of investments for assistance 
7.17. t o  7.21. The Commission wishes t o  make  it 
clear f rom the beginning that it takes scrupulous 
care to  comply with the  Fund  Regulation's provi­
sions on  the selection of projects in all its decisions 
relating t o  grants f rom the Fund.  The  procedures for  
examining applications for  aid, including checking 
whether the  applications comply with the  Regula­
tion, a n d  the internal consultation process for appli­
cations include checks on  the eligibility of the  pro­
jects for  aid from the Fund.  The Commission is able 
t o  justify fully t o  the budgetary authority the merits 
of  the investments selected. As regards the waste-
processing plants for  Berlin, in particular, the  Com­
mission carried out  a detailed examination of the 
project file which also took account of  the lack of 
equipment  for  the recovery of by-products a n d  of 
the  impact of the investment on the environment.  In  
the  light of the particular circumstances of the city's 
situation, the Commission considered it opportune 
t o  agree t o  f inance a project of this nature. As 
regards the construction of a factory at Aubange 
(Belgium), it conforms to  these provisions of the 
Fund  Regulation which concern the implementation 
of investments. The Commission therefore considers 
that  the reply to  the question of legal property in the 
investment is not  decisive (see also the replies t o  
points 7.22 t o  7.26). 
Without prejudice to  the foregoing comments,  the 
Commission wishes to  make  it clear that :  
(i) it agrees with the  Court  that  applications sub­
mitted t o  the Commission should clearly state 
whether equipment financed by leasing con­
tracts (the eligibility of which is not  contested 
by the Court  of Auditors) is t o  b e  included in 
the E R D F  projects. The Commission is keeping 
in touch with Member States t o  ensure that  it is 
informed of such cases in future.  
(ii) the overheads t o  which the" Court  of Auditors 
refers in connection with investments in Green­
land, the Federal Republic.of Germany a n d  the  
Netherlands were found,  upon  close scrutiny, t o  
be  a n  integral part of the investments con­
cerned. 
Payment of the aid 
7.27. to  7.29. Given the fact that  E R D F  projects 
are bound  u p  with investment forecasts and ,  conse­
quently, public expenditure forecasts, it is clearly 
inevitable that  the final amount  of public expendi­
ture declared t o  the Commission will sometimes dif­
fer from the initial forecasts. The Member  States 
periodically inform the  Commission of any adjust­
ments they have made  t o  their declarations of public 
expenditure in the light of their verification checks 
and ,  where necessary, the Commission proceeds to  
recover any amounts  due.  
As regard the  5 % deducted by the Italian authorities 
by way of security, the  Commission has contacted 
the responsible authorities with a view to  ensuring 
that  the Fund  Regulation is applied correctly. 
Determination of the qualifying amount of invest­
ments 
7.22. t o  7.26. The Commission takes scrupulous 
care to  comply with the Fund Regulation when 
determining the amount  of the investment costs 
qualifying for  aid from the Fund.  This is another 
area attaching, by definition, to  the preparation of 
Commission decisions, for  which the Commission 
assumes sole responsibility. 
In this connection, the Commission would point  out  
that  it has been aware of the results of on-the-spot 
visits made  by the Court  of Auditors only f rom the  
fairly summary remarks, on  the subject in the latter's 
annual  report, without any detailed account  of the  
projects in question. These remarks refer only very 
briefly t o  the replies of Member States. The Com­
mission considers it desirable for  the  Court  of Audi­
tors t o  keep it informed, as indeed is done  in other 
areas, of the result of its on-the-spot visits a n d  of 
any findings resulting f rom exchanges of corre­
spondence with national administrations. Such 
information would b e  highly valuable, a n d  there is 
n o  doubt  but  that it would contribute t o  the  
improved management  of budgetary appropriations 
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The estimated and actual results of the projects 
7.30. to 7.37. The Court of Auditors' description 
of the discrepancy between estimates and reality, 
notably with regard to  project deadlines and job-
creation schemes, touches upon a major economic 
problem confronting the entire Community. Under 
present economic conditions it comes as n o  surprise 
that industrial development ,has lagged behind the 
initial predictions or that although investments are 
of ten 'higher  than initially forecast the number of 
jobs created is not. Of course, before finally closing 
a file, the Commission checks the documents sup­
plied by the Member States to make sure that the 
project has been carried out in accordance with the 
Fund Regulation. The disparities found by the 
Court of Auditors therefore have n o  effect on the 
amount of aid granted from the Fund, provided the 
limits laid down by the Regulation have been re­
spected. 
celled because the Council of Ministers failed to 
reach an agreement on the Commission propos­
als; 
— for Items 3240 and 3241, the 1979 cancellations 
(2-5 MEUA) were due to unavoidable delays 
encountered in setting u p  a new procedure for 
granting support to energy-saving projects and 
to projects for the development of new sources 
of energy; 
— for Item 3200 (hydrocarbon development pro­
jects) the cancellations which occurred in 1976 
and 1977 were due to  the fact that five projects, 
representing an amount of 8-8 m.u.a. and seven 
projects, amounting to  15-7 MEUA, were with­
drawn by their promoters during these years '  
after a Council decision. On the other hand, the 
commitment and payment appropriations were 
'non-differentiated' u p  to 1976, which means 
that in these years the Commission could not 
ask for fewer payment appropriations than com­
mitment appropriations. 
The other payment appropriations which were can­
celled in 1978 were done  so because of unforeseea­
ble delays encountered by the promoters in imple­
menting their projects. 
CHAPTER 8 — ENERGY,  RESEARCH A N D  
INVESTMENT 
8.4. The Commission recognizes that the rate of 
utilization of the payment appropriations in the 
budget year is rather low. 
Expenditure arising out of the energy policy 
8.3. 1. The payment appropriations of 
57-7 MEUA + m.u.a. cancelled during the period 
1974 to 1979 can b e  spread over the items of Chap­
ter 32 as follows: • 
— 41-7  MEUA + m.u.a. for Item 3200 (hydrocar­
bon development projects) 
— 13-5 MEUA -I- m.u.a. for Item 3201 (hydrocar­
bon exploration projects) 
t 
— 1 5  MEUA  for Item 3240 (energy-saving pro­
jects) 
— 1 0 MEUA for Item 3241 (development of new 
sources of energy) 
(for details, see following table p. 281). 
2. The reasons for these cancellations are: 
— the sums allocated in 1977, 1978 and 1979 for 
hydrocarbon exploration (Item 3201) were can-
This is mainly due to the fact that the Council deci­
sion on the grant of support to Community projects 
is normally taken during the last quarter of the year, 
leaving a very short time for negotiating contracts, 
committing the money and making the payments. In 
addition, priority is given to payment of the appro­
priations carried over from the previous year. 
8.5. and 8.6. 1. For a better appreciation of the 
problems involved in managing the hydrocarbon 
development projects (in addition to  the explana­
tions already given on Point 8.3.2 regarding cancel­
lation) it is necessary to look at the normal timetable 
for preparation of the budget and of each year's 
hydrocarbon projects scheme. 
At the end of each year, the Council decides on the 
budget for the following year before the new round 
of hydrocarbon projects for that year is initiated by 
publication in the Official Journal of an invitation 
to submit projects; the projects must be  submitted 
within three months. Appraisal takes about four 
months, decision of the Council two months and 
280 Official Journal of the European Communities 31. 12. 80  
negotiation of projects to be concluded with com­
panies u p  to six months. The total time needed to 
start projects after the Commission's draft budget is 
prepared amounts to about 1 '/> years. Work on each 
project may continue for around three years and the 
speed of progress — and that of verifying contrac­
tual performance — dictates the rate of payment. 
2. This long time lag between first budget estimates 
and actual payments has made it difficult to esti­
mate reliably. Nevertheless, the Commission accepts 
that, in the years from 1977 onwards, less optimism 
should have been shown about the time taken to 
negotiate contracts and make payments. 
3. To  these difficulties must be added those result­
ing from the Commission's inability to allocate suf­
ficient staff to  financial and technical controls on 
projects under way. 
The Commission would repeat the comment made 
above in reply to points 8.7 and 8.8, namely that it is 
the exclusive province of the Council and the Euro­
pean Parliament to pass judgment on budget pro­
posals. 
The Commission would add that the Court's opi­
nion is based on an assessment made after the event 
and that at the time of drawing u p  the estimates the 
facts lookYather different. 
In order to obtain a more accurate balance between 
forecasts and payments the Commission has, for the 
budget year 1981, lowered the amounts resulting 
from a contract-by-contract analysis of Item 3200's 
payment appropriation requirement by about 80 % 
to only 5 MEUA. 
8.7. and 8.8. The Commission has noted the 
Court of Auditors' comments and would point out 
that examination of budget proposals is the exclu­
sive province of the budgetary authority — i.e. the 
Council and Parliament. It is to them that the Com­
mission explains the ground for its proposals, its 
estimates and  the method of calculation used. 
The Commission points out that it should not be  
overlooked that a high percentage of utilization of 
payment appropriations is not a sufficient indica­
tion by itself of good management of funds.  Delays 
in managing contracts will always occur because 
precautions are being taken to ensure the proper 
spending of money. 
The Court is wrong in concluding that shortcomings 
in the procedure may have caused the over-estimates 
of appropriations for  payment. The calculation was 
based o n  the contractual schedules of payments 
which, in their turn, are based o n  the average rate of 
completing the  various stages of a project. Estimates 
relating to  technological development projects in 
the  hydrocarbons sector also depend on uncertain 
factors t o  which it is difficult to  put a figure, e.g.: 
— reassessment by the contractor of his work pro­
gramme; 
— technical failures; 
— bad environmental conditions for tests offshore; 
— financial difficulties of the contractors; 
— withdrawals, abandoning and amalgamations of 
projects. 
8.9. The  Court  of Auditors 'is of the opinion that 
payment appropriations requested in the 1979 
budget fo r  Item 3200 were not soundly based'.  
Finally the Commission notes with satisfaction that 
the Court of Auditors has no  comments to make on 
the Commission's actual expenditure. 
8.10., 8.11. and 8.12. The Commission generally 
agrees with the remarks of the Court of Auditors 
which give a good description of the procedures fol­
lowing by the Commission for the repayment of 
financial support. 
The Commission is prepared to introduce a system 
of evaluation of technical success or failure of pro­
jects and the likelihood of commercial exploitation 
of their results on the lines suggested by the Court, 
and to ask contractors in the appropriate cases to 
state formally that they do  not exploit all or part of 
the results of Community projects. It will give con­
sideration to the procedure suggested by the Court 
of Auditors of having independent auditors certify­
ing such statements, but it may not always be easy 
for auditors to verify the technical aspects, in the 
sense of linking specific income of the company to a 
specific hydrocarbon project. 
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Breakdown of payment appropriations cancelled in Chapter 32 during the period 1974 to 1979 
(MEUA + m.u.a.) 
Items 
Years 3200 Hydrocarbons 
development 
projects 
3201 
Hydrocarbons 
exploration 
projects 
3240 
Energy-saving 
projects 
3241 
Development 
of new 
sources 
of energy 
Total 
1 9 7 4  a n d  1975  
1976  8 - 8  — — — 8 - 8  
1977 1 8 - 8  0 - 5  — — 1 9 - 3  
1978 1 - 8  9 0  — — 1 0 - 8  
1979  1 2 - 3  4 - 0  1 - 5  1 0  1 8 - 8  
T o t a l  4 1 - 7  1 3 - 5  1 - 5  1 0  5 7 - 7  
Expenditure arising out o f  research and investment 
Joint  Research Centre ( J R C )  
modernization measures were being considered in 
respect of the J R C infrastructure. 
8.16. With regard to the deployment of staff and 
J R C  resources to services for outside bodies, it 
should be  stressed that the Council has always 
approved this activity as long as only a limited num­
ber of staff were involved, only a marginal amount 
of equipment was used and the work was connected 
with current research programmes. 
8.18. The expenditure incurred represents the 
minimum necessary to avoid premature ageing of 
buildings and to ensure the smooth functioning of 
the JRC's  building infrastructure. 
8.19. The 'plan d'amenagement du  site' was 
drawn u p  by the management of the Ispra Centre 
and concerns only this Centre. In fact it is an inter­
nal planning instrument. 
It does not form part of the research programmes, 
which simply have to detail the research objectives 
but not the material resources necessary for imple­
menting the objectives. It should b e  noted that 
neither the budget nor the financial scheme includes 
a separate heading for expenditure on buildings. 
Expenditure of this type is included in the financial 
scheme's Category 40, 'investments'. What is more, 
the budgetary authority is provided with details 
during budget discussions. The financial scheme for  
1979- does, however, give an indication as to  what 
8.20. The terminology used by the Court of Audi­
tors concerning the provisions of Section I of 
Title IV of the Financial Regulation (conclusion of 
contracts) may be confusing. 
Article 50(1) of the Financial Regulation makes a 
distinction between 'adjudication' and 'requests for 
tenders'. It places these two procedures, which are 
defined in Article 51 (1) and (2), on an equal foot­
ing. 
'Adjudication' is a procedure whereby the Commis­
sion is committed beforehand to accept the lowest 
tender. This presupposes that extremely precise ten­
der specifications are drawn u p  whereby every last 
detail of the contract is specified in advance and  the 
tenderer has no  possibility of offering an alternative 
proposal. 
The 'request for tenders' procedure is generally pre­
ferred to adjudication because it makes it possible 
to select the tender regarded as being the most 
attractive from the point of view of the precise 
requirements of the departments, taking into 
account — apart from the price — the utilization 
costs involved, its technical merit and the perform­
ance time involved, and also the professional and  
financial guarantees with regard to  the various ten­
derers. 
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T h e  second paragraph of  Article 51 (2) makes  a n  
addi t ional  distinction concerning requests fo r  ten­
ders  specifying tha t  they may  b e  publ ic  (open)  o r  
restricted. There is n o  stipulation tha t  the  latter are 
exceptional  cases. T h e  restricted procedure  is possi­
ble  whenever,  because of the  a m o u n t  o r  the  type  of  
service involved, a general invitation t o  tender  
would  b e  inappropriate .  
Experience has  shown that ,  in the  vast majori ty of  
cases, research work calls fo r  services which, 
because  of  the  a m o u n t  o r  type  of  service involved 
(advanced technology),  very largely warrant  a res­
tricted invitation t o  tender .  T h e  work a n d  supplies  
involved are generally very highly specialized. T h e  
research workers involved have a very good  know­
ledge of the  market  which generally enables  them t o  
k n o w  which firms — a n d  they are o f ten  very f ew  in 
number  — can  b e  taken into considerat ion,  bearing 
in m i n d  t he  technical aspects involved. T h e  res­
tricted tendering procedure makes  it possible t o  
reach these firms, while encouraging competi t ion 
a n d  avoiding t o o  much  t ime a n d  effort  be ing spent  
(e.g. o n  examining unsuitable tenders),  which is 
inevitably the  case with a n  open  invitation t o  ten­
der.  
It is, therefore,  no t  surprising that  the  vade mecum, 
which is a compend ium of all the  relevant provi­
sions, should  g o  into greater detail o n  the  subject of  
t he  procedures which actually correspond t o  the  
users '  requirements.  
Tha t  explains why the  vade mecum has  little t o  say 
o n  the  subject  of  ' ad judica t ion ' .  By contrast,  it ha s  
m u c h  more  t o  say abou t  invitations t o  tender ,  a n d  in 
particular the  restricted procedure.  However,  in so  
do ing  the  vade mecum b y  n o  means  substitutes the  
exception fo r  the  rule. 
T h e  Commiss ion  would  also point  ou t  tha t  the  vade 
mecum is a documen t  fo r  internal use a n d  tha t  the  
introduction leaves n o  doub t  o n  this score. It goes  
without  saying that  this does  no t  alter o r  weaken the  
rules included in i t ;  the  main  aim of  the  vade mecum 
is t o  m a k e  it easier fo r  the  authorizing officers t o  fol­
low the rules. 
T h e  Commiss ion  is currently preparing instructions 
i a imed  at  guaranteeing t he  applicat ion by  all depart­
ments  without  fail of  the  directives which the  Cour t  
ment ions  a n d  the  Counci l  Directive of  21 December  
1976 coordinat ing procedures fo r  the  award  of  
publ ic  supply contracts (Directive N o  7 7 / 6 2 / E E C ,  
O J  L 13 of  15 January  1977). 
However,  the  Commiss ion would  point  out ,  in con­
nection with the  Cour t ' s  comments ,  tha t  the  direc­
tives t o  which the  Cour t  refers provide fo r  excep­
t ions  in the  case of  research establishments.  
In  the  final paragraph of  point  8.20 of  its comments ,  
t he  Cour t  of  Auditors criticizes what  might  b e  
termed the  'safety margin '  technique.  
T h e  buildings a n d  equipment  in quest ion are, how­
ever, used in a research environment  in which needs  
change  very quickly. T h e  need t o  m a k e  ad jus tments  
o f t en  becomes  apparen t  dur ing per formance  of  the  
contract .  
T h e  'margin '  makes  it possible t o  al low for  unavoid­
ab le  modif icat ions  without  the  necessity f o r  another  
contract  award procedure which, in the  circum­
stances,  would  b e  a mere formality.  Moreover,  m o d ­
ifications are  charged fo r  a t  the  s ame  uni t  prices as  
those  quoted  a n d  agreed fo r  the  original contract .  
Thus  the  criteria determining the  initial choice of  
supplier  are  no t  altered, a n d  competi t ion between 
the  various possible suppliers is no t  af fec ted.  
8.21. In the  case of  the  Geel ,  Karlsruhe a n d  Pet-
ten establishments,  bui lding permission is granted 
a n d  the  acceptance is issued b y  t he  authorities of  
t he  host  country.  In  the  case of  Ispra all construc­
t ion projects have  t o  conform to  the  relevant Italian-
legislation. T h e  only difficulty encountered  related 
t o  the  administrat ive procedures fo r  permits a n d  
acceptance  in connect ion with which the  establish­
ment ' s  management ,  acting in accordance  with Ital­
ian law, insisted o n  the  municipal  authori ty 's  lack of  
competence  in the  matter .  
Since then  there has  been  n o  divergence of  opin ion  
a t  any  level. This  said, the  Commiss ion  accepts tha t  
it would  b e  useful  t o  def ine  internal procedures 
regarding bui lding permission a n d  acceptance more  
clearly. 
8.23. T h e  Commiss ion will take  in to  account  the  
Cour t  of  Auditors '  observation.  
8.24. T h e  Commiss ion  has  always a t tached great 
impor tance  t o  the  comments  m a d e  b y  the  Cour t  of  
Auditors.  
It  must  nevertheless reiterate tha t  improved manage­
men t  through more  rigorous control as  suggested b y  
the  Cour t  of  Auditors  requires more  staff  a n d  appro-
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priately qualified staff. A t  the  moment,  of the 4 6 1  
administrative posts in the  J R C ,  only 145 are in 
categories A a n d  B;  all the  rest are in category C .  It 
should also be  remembered that  the  J R C  consists of  
four  establishments, each of which requires its own 
administrative structure. The  number  of administra­
tive posts must be  considered in the  light of these 
two factors. 
(iii) Communi ty  participation of more than 50 000 
E U A :  
The  Commission makes payments according t o  
the criteria set out  in the contract a n d  on  the 
basis of periodic reports. The  Commission 
reserves the right to  make on-the-spot checks. 
Indirect actions 
8.26. In fact,  work arising f rom the comments  in 
the  Court  of Auditors '  annual  report for  the 1978 
financial year began immediately. 
First area: Deciding the rate of Communi ty  partici­
pat ion in the  expenditure o n  research contracts: 
a draf t  regulation has been drawn u p  a n d  will be  pu t  
into effect shortly. 
Second area: Rules for  determining the amount  of 
advances paid to  contracting parties: 
a regulation has been drawn u p  in agreement with 
the  Financial Controller a n d  is now in force. 
Third area: Improving the productivity of t h e '  
administrative work by making the contractual 
arrangements more effective: 
in view of the growing number  of shared-cost con­
tracts, the Commission has decided t o  classify con­
tracts in o n e  of three ways: 
(i) fixed-sum participation of not  more than  20 000 
EUA:4 
This financial contract is of a fixed-sum type 
which prevents the  Commission f rom exercising 
any further financial control. The  cost o f  
research must be  justified before conclusion of  
the contract. 
(ii) Communi ty  participation of more than 20 000 
E U A  but  not  more than 50 000 E U A :  
Commission participation takes the  form of 
fixed payments m a d e  on  submission of scien­
tific reports. The final payment  is subject t o  the  
presentation of a detailed report a n d  the Com­
mission reserves the  right t o  make  on-the-spot 
checks. 
8.27. Certificates of conformity 
Irrespective of the considerable expense which 
would be  involved in using independent  auditors o n  
a regular basis, the Commission thinks it is reasona­
ble t o  assume good faith on  the part  of the contrac­
tors, subject t o  a measure of control. In fact,  
shared-cost contracts for  more than 20 000 E U A  
provide that  the Commssion has the right t o  carry-
out  on-the-spot checks. 
As can be  seen f rom the following table giving 
information about  contracts concluded since 1976, 
more than two-thirds of the f u n d s  are allocated t o  
public bodies whose managements are themselves 
supervised by national bodies:  
(o/o) 
Type of contracting party Number of contracts 
Funds 
allocated 
Universities 27 4 0  10 7 0  
Public bodies  37 5 0  6 6  5 0  
Associat ions a n d  Founda­
t ions  .9 6 0  6 5 0  
Experts 5 6 0  1 0 0  
Industries 18 5 0  12 7 0  
Mixed  ' 1 4 0  2 6 0  
100-00  100 0 0  
8.28. On-the-spot inspection visits to contracting 
parties 
The  more frequent use of  on-the spot visits is inhib­
ited by the very limited number  of available staff.  
The  Commission will have t o  decide whether to  use 
outside firms to  carry out  inspections in 1981. 
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T h e  Commiss ion  would  b e  grateful  if the  Cour t  of 
Auditors  could  under take  such inspections of  con­
tracting parties. 
As regards the  Cour t ' s  comments  o n  the  content  o f  
on-the-spot inspections,  these visits, in which t he  
Directorate-General f o r  Financial  Control  partici­
pated in 1980, are mainly concerned with t he  
account ing systems a n d  internal checks of  the  reci­
pient  bodies.  By selecting large recipients, Commis ­
sion depar tments  have  a imed  t o  deal  with a large 
number  of  contracts entered in to  a n d  obtain know­
ledge which could b e  useful  in the  case of  contracts 
t o  b e  concluded in fu ture .  
8.30. T h e  study carried ou t  by  a n  outs ide firm 
deal t  only with the  Directorate-General f o r  
Research, Science a n d  Educa t ion ;  its conclusions 
were discussed with other  Commiss ion  depar tments .  
As  a result, internal procedures were improved a n d  
in particular three types of contract  were def ined  
with the  aim of  increasing efficiency in the  depart­
ments  (see reply t o  point  8.26). 
8.31. T h e  Commiss ion  will endeavour  t o  submit  
reports  a t  t he  intervals laid d o w n  in the  programme 
decisions. It will cont inue  t o  publish periodic 
reports o n  progress in the  implementat ion of  pro­
grammes.  T h e  Counci l  also checks the  scientific 
execution of  programmes through the  opinions  of  
the  Advisory Commit tees  o n  Programme Manage­
ment .  These  opinions  are sent t o  t he  Counci l  a f te r  
every commit tee  meeting, that  is, a t  least twice a 
year.  T h e  Counci l  a n d  the  European Parliament also 
carry ou t  checks through programme revisions as  
laid d o w n  in each programme decis ion:  the  Counci l  
takes a decision af ter  receiving the  opin ion  of  the  
European Parliament.  T h e  Commiss ion has  a lso  
evaluated research programmes a n d  prepared a first 
report  o n  this evaluation.  
T h e  Commiss ion is o f  the  opinion therefore that  the  
Counci l  a n d  the  European Parliament can exercise 
political control over the  Commiss ion ' s  activity in 
this area. 
' T h e  Commiss ion does  no t  feel unde r  any  obligation 
t o  d e m a n d  invoices f rom contracting parties w h o  d o  
no t  supply them.  Nevertheless, all the  contracting 
parties will b e  reminded about  this matter.  
Third indent — T h e  suspension of  payments  is no t  
a n  irregularity bu t  a penalty provided for  in the  con­
tracts. 
Fourth indent — T h e  main  reason why the  ba lance  
of  a n  expired contract  was no t  pa id  was  tha t  the  
contracting party was  late in sending his s ta tement  
of  expendi ture  o r  reports. 
Fifth indent — T h e  excessive payments  m a d e  by t he  
Commiss ion  can  probably b e  explained by a n  
unforeseen change in the  rate a t  which the  contract­
ing party m a d e  payments ;  any  discrepancy at  t he  
e n d  of  the  contract  would  b e  repaid t o  t he  Commis ­
sion.  
Sixth indent — See second indent .  
Seventh indent — Advances  are normally pa id  
within two months  of  the  contract  be ing signed. It 
m a y  happen  that  a contract  is signed with retroac­
tive effect  af ter  the  contracting party has  carried o u t  
t he  work a t  his own risk. There is n o  reason why this  
should  no t  happen  a n d  the  advance  was  obviously 
no t  pa id  before  the  contract  was, signed. 
Eighth indent — It should  b e  remembered that  a 
contract  requires the  signature a n d  agreement of  
both  parties and  tha t  t he  preparat ion of technical 
a n d  financial annexes  is of ten  t ime-consuming.  It is 
o f ten  in the  interests of  both  parties t o  carry ou t  this 
work as  early as possible. 
Ninth and tenth indents — Prolongation of  a con­
tract without change in t he  subject  of  t he  research 
work is no t  unusual .  Here w e  are  deal ing with 
research contracts which by their nature  conta in  
risks, no t  tenders  fo r  supplies.  
8.32., 833. a n d  8.34. T h e  Cour t ' s  criticisms of  the  
internal controls carried ou t  concerning some  con­
tracts relate t o  overall figures. 
T h e  following clarifications may  however  b e  m a d e :  
Second indent: Statements of expendi ture  were no t  
received in respect of  71 contracts o f  which 38 h a d  
expired.  This  is a s tatement  of  fact ,  no t  a n  anomaly .  
8.35. Commitments outstanding 
T h e  Commiss ion  recognizes tha t  the  sum of 446 357 
E U A  was  wrongly commit ted in 1978; this error was  
corrected dur ing the  fol lowing financial year. This 
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correction had no  effect on the implementation of 
the programme concerned. 
8.36. The accounting systems for direct and indi­
rect action projects 
The situations on which the Court of Auditors com­
ments arose either directly as a result of decisions 
taken by the Council after receiving the opinion of 
the European Parliament on research programmes 
or from the internal organization of the relevant 
Commission departments. 
8.37. and 8.38. Changes in accounting methods 
The 1979 financial year was an exception. As from 
1980 the Commission will adopt a new approach, 
calculating payment and commitment appropria­
tions on the basis of the payment appropriations in 
the Joint European Torus (JET) budget in accord­
ance with the statutes of the JET joint undertaking, 
which lay down that the contributions of the mem­
bers of the joint undertaking are to be based on the 
payment appropriations in its budget. 
CHAPTER 9 — COOPERATION WITH 
DEVELOPING COUNTRIES A N D  N O N - M E M B E R  
STATES 
Food Aid 
9.5. to 9.8. The Commission's aim is to  imple­
ment food aid programmes while the appropriations 
are still available, i.e. the year the appropriation is 
entered in the budget and the year of automatic 
carry-over. Although in the past there have been real 
implementation problems, solutions are being 
found,  so that in 1979'more than 180 000 tonnes ( ' )  
of milk-powder aid and more than 51 000 tonnes ( ' )  
of butteroil aid were implemented, i.e. more than 
one  annual programme. 
( ' )  Implementation in 1979 — fob stage. 
It follows therefore, particularly if this rate of imple­
mentation continues, that ever-decreasing amounts 
of appropriations will have to be  entered for the 
implementation of previous programmes and the 
difficulties referred to by the Court of Auditors will 
disappear. Although it may be  true, as the Court 
says, that 'for the 1979 programme, it is clear that 
part of the aid will not be delivered in the same 
year', it is also true that this does not cause budget­
ary problems provided the programme is imple­
mented before 31 December 1980, as it can be 
charged to automatic carryovers: 
In any case, and in view of what has been said 
about reducing delays in implementation, it is not 
necessary to consider introducing differentiated 
appropriations for food aid as long as food aid 
agreements or major projects like Flood II d o  not 
entail multiannual commitments. 
9.9. Delivery dates are always negotiated with 
beneficiary States at the outset. 
It should be pointed out, however, that these coun­
tries are generally major importers of food products, 
not only in the form of international aid but also on 
a commercial basis. Delivery dates for Community 
aid are included in the import programmes and 
priorities worked out by the beneficiary countries, 
and the Commission has to respect these priorities 
as far as it can. 
9.11. The current regulations d o  not provide for a 
system of individual commitments. 
If the Court of Auditors is concerned that the Direc­
torate-General for Financial Control should be able 
to follow u p  all aid measures, it should know that 
the Commission is informed systematically of each 
aid measure since it receives a copy of each official 
letter of aid allocation. As these letters are standar­
dized, their contents are known as soon as the 
Council adopts the programmes. Moreover, in all 
exceptional cases there is prior consultation 
between the Directorate-General for Development 
and the Directorate-General for Financial Control. 
The case referred to by the Court shows the need for 
this prior consultation. 
Financial Control is thus able to follow the progress 
of individual food aid operations — even though all 
the expenditure is committed together — through 
the official letters it receives, through regulations 
and  notices of invitation to tender, and through 
prior consultation in exceptional cases. 
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Expenditure incurred by Denmark 
The Commission rectified the error pointed out  by 
the Court  of Auditors in 1980. Moreover, it 
reminded the  Member State of the accounting rules 
/ with regard t o  declarations of expenditure., particu­
larly that when declaring food  aid expenditure, 
re funds  should be  deducted arid declared t o  the  
Guarantee Section of the EAGGF.  
f o b  a n d  cif deliveries, the recipient country 
takes delivery of the goods a t  the port of ship­
ment ,  which enables the responsibilities of 
each party to  be  specified more clearly. Qual­
ity defects established on arrival mean that  
the recipient country has t o  claim against the 
shipping or insurance company.  
The fact that an  appropriation has been 
entered in the 1980 budget for  quality control 
should make the Commission's task easier. 
Final clearance of the accounts 
The Commission would refer t o  its reply t o  
point  4.48 in the first section of the Court  of Audi­
tors report. 
9.12. The  programme figures submitted t o  the 
budgetary authority by the Commission refer to  the  
volumes of  products delivered or in the  course of 
delivery as of 31 December 1979. 
This being the case, the figures returned by the dif­
ferent Commission departments agree. Because 
administrative procedures take some time, the budg­
etary accounting department may not  bp viewing the  
progress in implementing measures at the same 
point  in time a n d  may thus give different figures. 
9.13. 
(i) It is true that the quality of some deliveries of 
rice to  various countries has given rise t o  com­
plaints. Extensive enquiries have been carried 
out  t o  determine where the responsibility lies. 
In order t o  rationalize the implementation of  
food  aid in cereals, the Commission adopted 
a ' f ramework'  regulation, Regulation 
N o  1974/80 of 22 July 1980 (OJ N o  L 192 of 
26 July 1980) which states, inter alia, that  a 
check shall be carried out  by a suitable com­
pany  at the time of loading on  the quality of 
the goods in the presence of the successful 
tenderer, the intervention agency and the recip­
ient country 's  representative. 
If the inspection has established conformity, a 
taking-over certificate is issued by the inter­
vention agency. If the inspection gives rise t o  
a dispute, there is a second inspection a n d  the  
goods may be refused a n d  the successful ten­
derer be  required t o  replace them. In cases of  
(ii) It is true that contracts were awarded t o  firms 
involved in quality disputes, bu t  refusing t o  
allow these firms t o  tender would in fact have 
caused legal problems. 
(iii) The decision was taken with the  Commis­
sion's agreement to  redirect t o  Somalia the 
1 500  tonnes of skimmed-milk powder sent by 
the U N H C R  for  distribution in Kampuchea .  
(iv) It does happen that  deliveries arrive late, 
either because the  successful tenderer does  
not  respect the delivery dates or because of 
last-minute difficulties in the recipient country 
(with transport, storage, etc.). In o n e  such 
case, where the successful tenderer .  caused 
considerable delays, sanctions were imposed 
in accordance with the terms of the conditions 
governing the supply of aid (withholding the  
security). 
(v) The  Communi ty  is required t o  respect the  
explanatory memorandum given in the annex 
t o  the 1971 agreement on  food  aid which 
states that it should take all possible care t o  
ensure that the fulfi lment of obligations in 
respect of food  aid should not  adversely affect  
free a n d  fair competition in respect of ship­
ping. Moreover, the new regulation o n  opera­
tions involving cereals specifies minimum 
standards with respect to  shipping. 
(vi) The emergency aid delivered t o  Nicaragua by 
plane in September 1979 was originally sup­
posed t o  have been delivered in August bu t  
the agency responsible for  the delivery was 
not  able t o  respect the agreed delivery dates. 
(vii) The Commission does not  have sufficient 
appropriations for  transport costs t o  allow it 
t o  pay all handling a n d  distribution costs — 
even in the poorest countries, in other words, 
-
 4 some 90 % of the  countries receiving food  aid.  
Consequently the Commission can d o  
nothing t o  prevent a proportion of the aid 
being sold in some of the most impoverished 
countries t o  cover the cost of distributing aid. 
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The Commission considers the  exceptions 
which should b e  made  on  a n  individual basis. 
(viii) Skimmed-milk powder  is packaged according 
to  Communi ty  regulations regarding the 
weight a n d  quality of bags t o  b e  used for  stor­
ing milk for  intervention. 
The widespread use of packaging containing 
smaller quantities is certainly t o  b e  preferred 
where milk is t o  be  distributed free. The Com­
mission has  always taken a favourable view 
when requests of this nature are submitted by 
recipient countries. 
(ix) The da te  of manufacture  a n d  the  date-limit of 
the  potency of vitamins is a problem of which 
the Commission is aware. It is looking into 
the possibility of providing recipients with 
better information. 
(x) The grant of vitaminized milk powder  which 
was processed into cheese was a form of indi­
rect aid a n d  the Commission has  drawn the  
attention of the  recipient country t o  the  loss 
of vitamins caused by this processing. The  
Commission has since s topped sending vita­
minized milk for  this project. 
1976 programme 
1977 programme 
1978 programme 
1979 programme 
85 % (17 • 1 m:ii.a./20 • 0 m.u.a.) 
26 % (11 - 7 m.u.a . /45-0 m.u.a.) 
13 % (9 • 0 m.u.a. /70 • 0 m.u.a.) 
— (0-2  M E U A / 1 1 0  MEUA)  
para. 2 
It is true that as a t  31 December 1979, only some 
10 projects h a d  been fully completed. This is d u e  t o  
the reasons set out  in the  previous paragraph a n d  t o  
the  fact that  it takes between 6 a n d  12 months  (or 
longer where projects are co-financed) af ter  signing 
the  financing agreements before actual work on  a 
project can commence.  There was. n o  possibility 
therefore of any project in the 1979 programme 
being completed by 31 December 1979. 
9.14. Condit ions are negotiated with recipient 
countries in accordance with general Council  direc­
tives. They cover the basic requirements for  deliver­
ing a n d  using aid. If countries accept these condi­
tions, it is reasonable t o  suppose that  they will 
respect them. The Commission does  all it can to  
ensure that  the obligations entered into by recipient 
countries are respected. The Commission does not  
consider that  these conditions run counter t o  the  
purpose of the  aid. 
Financial and technical cooperation with developing 
countries (Chapter  93) 
para. 3 
The  Commission is extremely short of staff for  
implementing financial a n d  technical cooperation 
with non-associated developing countries. 
Notwithstanding the fact that  the amounts  annually 
entered in Article 930 of the budget have been 
increased — although these amounts  are still fa r  
f rom adequate  if we are t o  make even a vague 
attempt t o  reconcile the objectives of this aid with 
the  t remendous needs to  be  met — the development 
of a n  annual  programme of some 30 projects bene­
fiting some 20 countries or bodies within a period of 
n ine  months  a n d  finalizing the financing agree­
ments  during the following three t o  six months  is 
quite a task;  this is particularly true in view of the 
fact that some 50 % of these projects are co-financed 
by international organizations whose procedures are 
of ten  more lengthy than those of the Commission. 
9.17. —para. 1 
The  disbursement of these appropriations for  pay­
ment  is normal 'as  regards the objectives of this type 
of Communi ty  aid a n d  the kind of projects it is used 
for,  i.e. mainly rural development projects usually 
implemented oyer an  average of five or six years. 
The  payments  position on  31 December 1979 was as  
follows: 
These co-financing arrangements with Member  
States or international bodies are stipulated by the  
draf t  regulation for  a large proportion of the pro­
gramme. Apart f rom allowing us t o  benefit  f rom the  
experience of our  partners, this form of financing 
has  the advantage of sharing out  the  work load, 
since, because of their experience, these partners 
take over the responsibility for  adminstering the 
Communi ty  contribution. There is, of course, the 
drawback that  in many cases it takes longer t o  begin 
t o  implement the project, a s  it is difficult t o  
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synchronize ou r  par tners '  procedures with our  own.  
Moreover,  the  administrat ion agreement signed with 
the  partner  allows the  Commission t o  delegate its 
responsibilities fo r  fol lowing u p  a n d  monitoring the  
project.  
para. 4 
Obviously, the  laborious progress of the  dra f t  regu­
lation through the  Communi ty  'mill ' ,  particularly in 
the  Council ,  will dissipate much of  the  energy of  the  
Commiss ion ' s  staff .  T h e  ad hoc procedure which has  
been followed as a result is certainly no t  the  best.  
Nevertheless, the  programme of successive instal­
ments ,  which began in 1979, does  enable  some  of 
these time-tabling difficulties t o  b e  overcome. 
9.18. In spite of being heavily overworked, the  
Commiss ion ' s  staff keep  a very close watch o n  
inspections of  the  progress of projects. In any  case, 
the  kind of check ment ioned in the  first subpara­
graph of paragraph 9.18 can only b e  carried ou t  o n  
the  spot .  T h e  Commiss ion does  carry ou t  these 
checks bu t  they are limited by  the  scanty resources 
with which it is provided.  
T h e  periodic transmission of  certificates f r o m  
nat ional  bodies  would  b e  a useful  improvement  t o  
the  existing procedure.  
arrangement  was  adop ted  o n  a n  experimental  basis 
a n d  fo r  reasons of  security. Firstly, account  h a d  t o  
b e  taken of  the  fact  t ha t :  
(i) commitments  were charged t o  the  appropr ia­
t ions country b y  country;  
(ii) the  arrangements  fol lowed with respect t o  
commitments  a n d  payments  were those  in 
force in the  Commission.  Contracts  a n d  pay­
ment  orders therefore h a d  t o  have  t he  prior 
approval  of  the  Directorate-General  fo r  F inan­
cial Control .  
Secondly,  the  depar tments  concerned d id  no t  k n o w  
exactly h o w  m a n y  contracts would  b e  drawn u p .  
U n d e r  the  circumstances, it seemed wiser t o  process 
each contract individually. So  far ,  this appl ies  t o  a 
very limited number  of  cases. Nevertheless, it goes  
without saying that  if the  number  of  contracts were 
t o  increase, the  Commiss ion ' s  depar tments  a n d  
Financial  Control  would  together a t tempt  t o  f i n d  
the  best way of speeding u p  commitments ,  pay­
ments  a n d  clearing operat ions.  
>9.25. Bank interest 
T h e  Commiss ion will in fu ture  d o  as  r.he Cour t  asks. 
Subsidy for the operation of the European Associa­
tion for Cooperation (EAC)  (Article 943 of the  
budget)  
9.24. Global  advances  have always been  used  in 
fact  for  f inancing t he  following expendi ture :  
(i) H Q  operat ing expendi ture ;  
(ii) Expenditure  in respect of  delegations,  techni­
cal assistance a n d  scholarships in A C P  coun­
tries a n d  overseas depar tments ;  
(iii) Expendi ture  in respect of  delegations ' i n  
Southern Mediterranean countries.  
Advances  — for  individual contracts — are only 
granted in Southern Mediterranean countries f o r  
technical assistance o r  scholarship contracts.  This  
Community contribution towards schemes concerning 
developing countries carried out by Non-Governmen­
tal Organizations (NGOs)  (Article 94.') of  t he  budget)  
(a) The  Commiss ion agrees with the  Cour t ' s  opi­
nion o n  project NGO/151 /78 -3 (D)  o n  housing 
orphans .  It is t rue that  the  project  is t o o  expen­
sive a n d  should no t  b e  t ransposed t o  developing 
countries.  Projects of  this kind will n o  longer b e  
accepted for  co-financing.  
(b) Project N G O / 8 3 / 7 7 ( F )  has  been revived by the  
N G O  concerned.  It is t o  b e  implemented in 
accordance with the  original p lans  with n o  addi - .  
t ional contribution f rom the  Commiss ion.  
T h e  general f indings of the  Cour t  with regard t o  
N G O s  are also of concern t o  the  Commiss ion ,  
which is currently reviewing the  general condit ions.  
T h e  Commiss ion will d o  all it can t o  take account  o f  
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t he  Cour t ' s  remarks,  al though it mus t  b e  remem­
bered tha t  the  accounts  of N G O s  canno t  b e  moni ­
tored in the  same  way as those fo r  E D F  projects,  
since N G O  projects are co-f inanced b y  organiza­
t ions  which cover the  ma jo r  proport ion of costs 
f rom private f unds ,  a n d  these can  obviously no t  b e  
controlled by  the  Communi ty .  
9.39. T h e  appropria t ions  provided f o r  in F inan­
cing Agreement N o  1218 fo r  rebuilding a bridge were 
no t  sufficient.  Moreover,  because it was urgently 
necessary t o  rebuild the  bridge t o  allow traff ic  t o  use 
t he  full  length of  the  road  (provision h a d  been m a d e  
unde r  the  emergency aid t o  finance the  reinforce­
men t  of  the  access road),  the  authorities considered 
tha t  the  implementat ion of  t he  work,  the  access road  
a n d  the  bridge, were connected a n d  came  under  the  
heading  of restoring the  road  link fo r  which the  pro­
ject  had  been set up .  
Emergency aid (Article 950 of the  budget  a n d  Arti­
cle 59 of  t he  Lome Convent ion)  
9.35. In the  first two  years of the  implementat ion 
o f  the  Lome Convent ion ,  aid financed unde r  Arti­
cle 59 t ended  t o  b e  exceptional  aid rather than  emer­
gency aid.  T h e  projects implemented could  include 
real reconstruction projects similar t o  those  financed 
unde r  indicative programmes a n d  o n  similar t ime 
scales. It is qui te  possible therefore tha t  some  of  this  
a id  m a y  b e  implemented  over several years. Nev­
ertheless, the  large majori ty  of  the  projects shown in 
the  table  were fully completed o r  near ing comple­
t ion a t  the  e n d  of 1979. 
Since 1978, the  Commiss ion ,  with the  agreement  of  
t he  Member  States, has  emphasized the  emergency 
aspect .  A whole series of  provisions has  been made ,  
t he  most  important  of  which is the  specification of a 
max imum period — theoretically six months  — fo r  
using appropriat ions,  any  a m o u n t s  no t  used  within 
this  period being pa id  back  into the  E D F  emergency 
a id  f u n d s .  Accordingly, o n  30 J u n e  1980, only seven 
o u t  of  t he  32 operat ions  decided u p o n  in 1979 u n d e r  
Article 59 h a d  no t  been  fully implemented ,  in some  
cases fo r  overriding reasons.  
9.37. (b) Connec t ing  the  two hospital  centres vis­
ited by  the  Cour t  t o  t he  water a n d  electricity supply  
networks a n d  providing furni ture  was  part  of t he  
contr ibution t o  b e  m a d e  by the  health services a n d  
local communi t ies  in the  recipient country.  
(c) O f  the  2 735 000 E U A  granted in aid under  the  
Financing Agreement of  23 M a y  1978, the  propor­
t ion no t  yet used,  335 000 E U A ,  was  earmarked fo r  
deepen ing  village wells a n d  accounts  f o r  13 % of t he  
total .  T h e  delay is because  the  authorities h a d  diff i ­
culty in creating a n  effective work force. 
With the  agreement of the  national  E D F  authorizing 
off icer  a n d  the  Commiss ion 's  representative (and  in 
conformity with Article 11 of the  Agreement), the  
decision was  taken t o  use the  rest of the  appropria­
t ion f rom the  first subparagraph of Chapte r  2 A of  
t he  Agreement covering repair of  the  road ,  fo r  
rebuilding this bridge. 
9.40. In  this particular case the  firm was  pa id  in 
K. Escudos  (the currency of the  recipient country). 
Only  557 tonnes  were delivered by this firm. T h e  
Commiss ion  had  t o  use other agents t o  deliver the  
rest of  the  emergency aid consignment.  It thus  m a n ­
aged t o  place a n  order  for  F F  3 879 881-25 with a 
French firm a n d  a final order  fo r  a small bu t  neces­
sary consignment  with a Portuguese agent  fo r  a n  
a m o u n t  of  U S  $ 416 120. Because the  products  h a d  
t o  b e  delivered t o  the  recipient country immediately,  
t he  Commiss ion  h a d  t o  comply with the  agent ' s  
d e m a n d s  a n d  agreed t o  pay  in the  currency 
requested.  
Nevertheless, ou t  of  a total a m o u n t  of  1 200 000 
E U A  provided fo r  this aid,  only 290 993 E U A  was  
no t  pa id  in a European  currency or  in tha t  of  the  
beneficiary country. 
9.41. It is t rue tha t  f rom 1976 t o  1978 it was  
generally stipulated that  recipients should  provide 
informat ion o n  implementat ion ' a t  the  request of  
the  Commiss ion ' .  Since 1979, however,  there is a 
new clause in agreements which makes  the  submis­
sion of these reports compulsory a n d ,  in certain 
cases, even specifies the  informat ion they should  
contain .  
9.42. It is no t  always easy t o  obtain  immedia te  
informat ion o n  the  use of counterpart  f u n d s  f rom 
the  sale of  goods  provided as  emergency aid.  When  
there are difficulties, however,  the  Commiss ion  does  
no t  hesitate t o  contact  the  authorities in the  reci­
pient  country.  
With specific regard t o  the  cases ment ioned,  the  
seeds provided by a n  F A O  agent (250 000 E U A  in 
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aid  under  Article 950 — 27 August 1979) were distri­
bu ted  free t o  the  local peasants.  
Following u p o n  the  efforts  undertaken b y  the  C o m ­
mission's  delegate, the  Commiss ion n o w  has  infor­
mat ion o n  the  counterpart  f u n d  in respect of  t he  
emergency aid granted t o  the  country concerned 
(Decisions of  16 March a n d  23 April 1979). 
Efforts  are currently being m a d e  t o  obtain  the  
requisite information o n  emergency a id  (1 200 000 
E U A  in accordance with the  Decision of  27 J u n e  
1979 a n d  300 000 E U A  in accordance with the  Deci­
sion of 17 August 1979). 
Products suppl ied under  emergency a id  are no t  
usually resold. 
Cooperation with non-member countries 
9.49. T h e  procedure will b e  changed t o  comply 
with the  Cour t ' s  wishes as  f rom the  next  academic  
year. 
CHAPTER 10 — STAFF E X P E N D I T U R E  
. 10.3. Flat-rate allowances and overtime for drivers 
T h e  Commiss ion can only reiterate the  reply it gave 
in connect ion with the  1977 annua l  report.  
A flat-rate al lowance is pa id  t o  Commiss ion  drivers 
fo r  overtime as  laid d o w n  in Article 3 of  Annex  VI 
t o  the  Staff Regulations.  
T h e  Commiss ion  repeats  that ,  since this is a flat-rate 
al lowance,  it would  b e  unfa i r  t o  t he  officials con­
cerned w h o  have  d o n e  the  s ame  overtime if the  
Commiss ion  used a fairly large number  of different  
rates of  allowances.  
T h e  reason why grade D l ,  s tep 8, is used t o  calcu­
late the  al lowance is that  ou t  of a total, of  80 drivers 
practically half are in grade D l  a n d  23 have  reached 
s tep  8. 
Another  criterion used  by the  Commiss ion  t o  calcu­
late this flat-rate al lowance is the  max imum number  
of  hours  of  overtime authorized b y  Article 56 of  t he  
Staff  Regulations (150 hours  in a n y  six months) .  I n  
a large number  of  cases, despite effor ts  t o  cut  d o w n  
overt ime, ' the criterion used is lower than the  actual  
number  of  hours  of  overtime effected.  It  would  
hence  b e  impossible t o  use less than  the  max imum 
number  of  hours  of  overtime authorized by t he  Staff  
Regulations t o  calculate this al lowance.  
T h e  Commiss ion would  poin t  ou t  tha t  the  s ame  cri­
teria are appl ied  by  the  majority of  t he  institutions. 
10.5. Coordination 
T h e  measures of  which the  Cour t  was  informed last 
year were adop ted  by the  Commiss ion  o n  
11 December  of last year a n d  entered in to  effect  o n  
1 February. There is thus  n o w  a system of  interde­
partmental  coordinat ion fo r  officials '  missions in 
non-European  countries in operat ion.  
With regard t o  the  management  of travel orders,  t he  
Missions Off ice  — with the  he lp  of  t he  official  
travel agency — has  systematically coordinated t he  
reservation of p lane  tickets a n d  hotel rooms  a n d  has  
been able t o  obtain very reasonable  g roup  rates.  
Compute r  analysis of  mission management  ha s  
revealed tha t  it would  b e  pointless t o  au tomate  all 
the  stages of  administrative work involved because  
only certain of them could b e  usefully computerized 
t o  el iminate repetitive a n d  tedious work.  
As  soon as  the  Compute r  Centre  can spare a n  ana ­
lyst, the  preparatory work required fo r  such a partial 
au tomat ion  will b e  carried out .  
O n e  immediate  effect  of  the  computer  analysis ha s  
been  t o  simplify a n d  decentralize a n d  hence  
improve the  efficiency of  mission organization.  
10.6. 'International organization' 
T h e  Cour t ' s  interpretation of the  concept  of  ' inter­
nat ional  organization'  was reached af te r  detailed 
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study.  After  discussing the  commen t  m a d e  by t he  
Cour t  in its report f o r  1978 the  heads  of  adminis­
tration decided t o  retain the  interpretation which 
was  adop ted .  The  Commiss ion considers itself 
b o u n d  by -this interpretation because  it mus t  ensure  
equality of  t reatment o f  officials a n d  other  staff  of  
t he  institutions. It can only point  t o  t he  dif ference 
of views held b y  the  C o u r t  and  the  heads  of  admin­
istration. 
Communi t ies '  scientific a n d  technical service cov­
ered by the  special provisions of Title VIII  of  the  
Staff Regulations,  officials expressly ment ioned in 
t he  Staff Regulations,  i.e.: 
(1) 'who  occupy posts  in the  field of  nuclear sci­
ence  calling fo r  scientific a n d  technical qualifi­
cat ions ' ,  
(2) ' a n d  w h o  are pa id  f rom appropriat ions in the  
research a n d  investment budget . '  
10.10. Problems of organization 
T h e  Commiss ion  is looking into t he  possibility of 
centralizing the  administrat ion of  all J R C  staff  
remunerat ion.  
It should,  however, b e  remembered tha t  when the  
Staff  Regulations were drawn u p  Communi ty  
research was  conf ined  t o  the  nuclear field. Since the  
enlargement  of the  J R C ' s  activities t o  areas of 
research other  than  that  of  nuclear energy there are 
n o w  a number  of officials a n d  temporary staff w h o  
are  engaged o n  work which is no t  in the  nuclear 
field, bu t  w h o  are pa id  f rom the research budget ,  
w h o  occupy posts requiring scientific o r  technical 
qualif ications a n d  w h o  are considered t o  b e  mem­
bers of t he  scientific a n d  technical service a n d  are  
hence  covered by the  special provisions of  Title VIII  
of  the  Staff Regulations. 
10.11. Problems in monitoring procedures 
T h e  Commiss ion is s tudying the  procedures dis­
cussed t o  see what  improvements  need  t o  b e  made .  
10.12. Management of posts in research establish­
ments 
A j o b  description fo r  each  member  of  t he  s taff  
appears  in the  vacancy notices a n d  staff  reports.  _ 
This  situation is perfectly just if iable not  only fo r  
historical reasons (origin a n d  subsequent  develop­
ments)  bu t  also o n  the  grounds tha t  t he  determining 
factor  in deciding whether a n  employee occupying a 
scientific o r  technical post  can b e  classed as  a mem­
ber  of the  scientific a n d  technical service should b e  
t he  nature  of his work, i.e. whether h e  is involved in 
research, whether it b e  in the  nuclear  o r  a n y  other  
field. T h e  existence of  a scientific a n d  technical ser­
vice is just if ied by  the  nature  a n d  condit ions of  
research activities. It is also essential t o  have  uni­
form rules based o n  the  principle of  equality of  
t reatment  fo r  all employees involved in research, 
whether in the  nuclear  o r  any  other field. 
T h e  J R C  establishments are of course prepared t o  
provide a n y  informat ion required o n  t he  number  of  
posts  authorized in t he  different  grades which h a v e  
been  filled. 
T h e  Commiss ion is nevertheless prepared t o  con­
sider any  measures which m a y  b e  necessary in this 
area  with 'an open  a n d  constructive mind .  
10.13. t o  10.15. Application of special provisions of 
the Staff Regulations 
It is t rue tha t  the  first paragraph of  Article 92 of the  
Staff  Regulations includes,  a m o n g  officials in t he  
In addi t ion t o  considering whether Article 92 of the  
Staff Regulations can  b e  appl ied t o  non-nuclear  
researchers, the  Commission will review the  classifi­
cation of officials o r  other staff in t he  scientific a n d  
technical service w h o  occupy posts  in J R C  estab­
lishments no t  directly connected with research. T h e  
Commiss ion  would  point  ou t  tha t  a preliminary 
review has  already been  carried ou t  a n d  has  led t o  a 
proposal  be ing m a d e  in the  preliminary dra f t  budget  
f o r  1981 fo r  some  50 J R C  employees t o  b e  regraded.  
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10.16. Bonus for patented inventions 
T h e  Commiss ion  would  refer the  Cour t  t o  its replies 
t o  points  10.13 t o  10.15 o n  the  quest ion of  bonuses  
awarded  t o  staff occupying posts  in non-nuclear  
fields. 1 
All the  employees w h o  received bonuses  fo r  
pa tented  inventions in 1977, 1978 a n d  1979 were 
members  of  the  scientific a n d  technical service a n d  
were paid  f rom the research a n d  investment budget .  
As  regards the  discrepancy between Article 2 o f  the  
implement ing rules adop ted  by the  Commiss ion  o n  
27 September  1973 a n d  Article 94  of  the  Staff Regu­
lations, it should  b e  noted  that  some  countries only 
issue patents  a f te r  s tudying the  patentabil i ty of  the  
appl icat ions in quest ion (e.g. the  Federal Republ ic  
of  Ge rmany  a n d  the  Netherlands)  whereas in other  
countries they are issued without pr ior  examinat ion 
(e.g. Belgium, France a n d  Luxembourg).  
T h e  purpose  of  t he  above-ment ioned  Commiss ion  
rules is t o  prevent a b o n u s  being granted fo r  a n  
invention patented  solely in o n e  country without  a 
prior examinat ion being effected a n d  hence  lays 
d o w n  two addi t ional  condi t ions:  
(i) applicat ion has  been  m a d e  fo r  pa tent  cover in 
other  countr ies;  
(ii) a search must  reveal that  n o  publicat ion has  
occurred.  
T h e  Commiss ion would  point  ou t  tha t  in all cases 
where the  b o n u s  was  awarded without  the  invention 
having been previously patented,  pa tents  were sub­
sequently granted.  Any  defect  of form was  thus  sub­
sequently corrected. 
It should a lso  b e  remembered that  there is o f ten  a n  
appreciable t ime lag between the  lodging of  a pa tent  
appl icat ion a n d  the  issuing of  t he  patent .  If a b o n u s  
is awarded  long af te r  research work has  been d o n e  it 
will no t  achieve its goal,  which is t o  motivate the  
researcher. 
T h e  Commiss ion  is looking into the  quest ion raised 
b y  t he  Cour t  t o  see whether  a satisfactory solution 
can  b e  f o u n d .  
10.17. Bonuses for exceptional services (Article 99) 
According t o  Article 1 of the  rules of  10 January  
1975, last a m e n d e d  by the  Decision of  19 December  
1979, the  purpose  of  the  bonus  fo r  exceptional ser­
vices is t o  reward each year  the most  deserving off i­
cials referred t o  in Article 92 of the  Staff Regula­
tions,  working a lone  o r  as  part  of a team,  fo r  the  
initiative a n d  dynamism they have  shown in their 
research o r  technical work a n d  fo r  their performance 
a n d  their achievements in t he  exercice of their func ­
tions.  
T h e  Commission has  since stressed the  need  fo r  the  
criteria o n  which bonuses  for  exceptional services 
are  awarded  t o  b e  scrutinized more  carefully. Such 
bonuses  will in fu ture  only b e  awarded fo r  outs tand­
ing work or  high-level performance in strictly scien­
tific o r  technical fields o r  for  special behaviour  
unde r  particular circumstances which are o f  
obviously exceptional nature.  
T h e  number  of  bonuses  awarded in 1979 was much 
lower than  in 1978 a s  a result of  this measure.  By 
way of example,  the  number  of bonuses  referred t o  
in point 10.17 fell by  55  % ,  f r o m  89  t o  4 1  for Ispra 
alone.  T h e  number  o f  bonuses  awarded  under  Arti­
cle 99 of the  Staff Regulat ions fell by  42 %, f rom 145 
in 1978 t o  84 in 1979. 
In  order  t o  ensure tha t  the  b o n u s  remains a truly 
exceptional  award it was  increased t o  BFR 50 000 
bu t  without altering the  overall cost t o  the  budget .  
T h e  Commiss ion would  point  ou t  that  the  indivi­
dua l  amoun t  of  each b o n u s  is well below the  maxi­
m u m  statutory limit, which is three times the  basic  
monthly  salary. 
T h e  Commiss ion would  finally point  ou t  that  it is 
stated in the  second paragraph of  Article 99 of  t he  
Staff  Regulations tha t  aggregate b o n u s  awards  fo r  
exceptional  services m a y  no t  exceed 3 % of  the  total  
basic  salaries payable  t o  all the  scientific a n d  techni­
cal staff .  Bonuses awarded in 1979 amoun ted  t o  less 
than  1 % of this ceiling. 
10.18. Allowances for particularly arduous work­
ing conditions 
T h e  Commiss ion would  refer the  Cour t  t o  its replies 
t o  points  10.13 t o  10.15. 
10.19. T h e  Commission has  instructed that  a 
review be  m a d e  of all doubt fu l  cases and  that  
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declarations be regularly checked to ensure that they 
are truthful. 
exchange rates had reached the March 1979 figure 
or for a maximum period of five years (i.e. until 
March 1984). 
Staff were officially informed of these transitional 
measures on 30 April 1979. 
10.21. to 10.26. Persons treated as dependent chil­
dren 
A — Taking account of the income of the person for 
whom status equivalent to a dependent child is 
claimed and of the persons who are legally 
obliged to maintain that person 
The questionnaire sent by Brussels departments to  
officials applying for this allowance requires details 
of any income other than that from professional 
activities and of the income of any kind of the per­
sons for whom status equivalent to  a dependent 
child is claimed. The applicant is required to  make a 
solemn declaration as to  the truth of his answers. 
Details of the salary and  other income of other per­
sons who are legally obliged to maintain the person 
in question are also required. 
The administration decides, on a case-by-case basis, 
whether the official must provide further proof on 
certain points in addition to the supporting docu­
ments normally required. The Commission will take 
the necessary steps to ensure that the form used at 
the various places of employment is aligned on that 
used by Brussels. 
Under Article 8 of the general implementing provi­
sions, the rental value of a dwelling only has to  be  
taken into account for the person for  whom the sta­
tus of dependent child is claimed. 
B — Freezing of notional maintenance costs 
As regards the freezing of notional maintenance 
costs at the levels obtained by using the weightings 
applying at 31 March 1979 for persons receiving this 
allowance at that date, it should be  noted that, at 
their meeting on 5 June  1978, the heads of admin­
istration decided that if the up-dating of exchange 
rates (Council Regulation N o  3085/78 of 21 Decem­
ber 1978) had the effect of reducing the mainte­
nance cost in relation to the figure for March 1979, 
that figure would remain applicable until such time 
as the figure obtained from application of the new 
The Commission's administration, at the request of 
the Financial Controller, sent a draft amendment to 
Article 11 of the general provisions concerning per­
sons treated as dependent children to the heads of 
administration to provide a legal basis for the deci­
sion taken on 5 June 1978. 
The heads of administration met on 26 November 
and 21 March of this year but failed to reach agree­
ment on the Commission's proposal. 
The Financial Controller has withheld approval and 
the Commission is at present examining the prob­
lems concerning allowances for persons treated as 
dependent children. 
10.27. Transfers in June 1979 
' The Commission must point out that the transfers 
were made in June 1979 under provisional rules 
with the approval of the Staff Regulations Commit­
tee because the institutions had failed to reach 
agreement on the rules to be  adopted. These provi­
sional rules had been endorsed by the Staff Regula­
tions Committee before being applied on a provi­
sional basis by the Commission. 
The rules to be  established by common agreement 
between the institutions required by Article 17(2) of 
Annex VII of the Staff Regulations entered into 
effect on 1 January. 
Under these rules officials are n o  longer allowed to  
have their total net remuneration for June, minus 
regular transfers, transferred once a year through the 
institution either in the currency of their country of 
origin or in the currency of the country in which 
their institution has its seat. 
The Commission has strictly applied these new rules 
ever since they entered into force and consequently 
the transfer operation for June was not repeated this 
year. 
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10.31. 
(BHW) 
Transfers to the 'Beamtenheimstafrtenwerk' 
1. Since 1 April 1979 no  transfers have been 
allowed to exceed the 35 % ceiling except in 
cases covered by the transitional arrangements 
due  solely to an increase in exchange rates since 
that date. 
2. Since 1 April 1979 the difference between the 
exchange rate used by the Commission and the 
bank exchange rate for the Belgian franc against 
the Deutschmark has been minimal. However, 
the difference between the exchange rates used 
by the Commission and those used by banks 
has made it more profitable to transfer part of 
emoluments paid in weak currencies (e.g. Lire) 
into DM.  
3. There is, however, very little risk of fraud 
because: 
(a) according to a study carried out by the 
BHW itself, a negligible number of savers 
cancelled contracts and thus requested 
repayment of the sums they have saved; 
(b) BHW only offers a 3 % interest rate on sav­
ings; 
(c) if a savings contract is cancelled the BHW 
keeps the 1 % commission on the total 
amount of the contract. 
4. The Commission will ask the 'Beamtenheimstat-
tenwerk' to specify the type of operation (sav­
ings, bridging loan or loan) in the transfer forms 
in order to ensure stricter control of these opera­
tions and access to detailed information about 
the number of savings contracts which are actu­
ally used for real estate transactions. 
expenses as a result of being recruited by the Euro­
pean Communities. This is the case when someone 
wishing to work in a particular place sets u p  home 
provisionally prior to taking u p  his appointment. If, 
fpr  example, he rents a small flat and leaves his 
family in his  country of origin he will obviously 
incur installation expenses when he acquires this 
post and decides or is obliged to set u p  home finally 
at this place of employment. The allowance prov­
ided for in Article 5 of Annex VII of the Staff Regu­
lations is intended specifically to cover such expen­
ses. 
10.37. Installation allowances 
At the moment it would be  impossible simply to 
delete the condition for the grant of an installation 
allowance to be subject to payment of an expatria­
tion allowance since the Staff Regulations expressly 
lay down this condition. 
The only way of achieving the result desired by the 
Court would be to amend the Staff Regulations. 
The Commission will raise this matter with the other 
institutions. 
10.34. Installation allowances 
The problem raised by the Court in its report with 
regard to the payment of an installation allowance 
to  a person receiving an expatriation allowance but 
who is not obliged to change his place of residence 
in order to comply with Article 20 of the Staff Regu­
lations is more complex than appears from the 
Court 's remarks. 
It is not necessarily true that a person who already 
resides in his place of employment will not incur 
CHAPTER 11 — OPERATIONAL E X P E N D I T U R E  
11.6. and 11.7. The Commission sent a detailed 
reply to the draft report mentioned by the Court of 
Auditors on 11 December 1979. On reception of the 
final report, the Commission noted that the Court of 
Auditors had largely accepted the points which it 
"had put forward. As regards the final report, the 
Commission replied that it shares the desire of the 
Court that all the institutions, and the Commission 
in particular, should purchase as efficiently as possi­
ble. The Commission is ready to hold discussions 
with the other institutions on the rapid implementa­
tion of a system for a greater degree of centralized 
purchasing and,  as far as possible, common stan­
dards for items used by more than one institution as 
recommended in the report. 
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The  Commission is aware of the need  for  checks on  
a n d  the  safekeeping of its property. Nevertheless, it 
is clear that  more effective checks require suitable 
provision both of staff a n d  computer  systems-
While it is desirable, such a n  aim must  b e  set against 
the  Commission's  other priority objectives which 
require similar resources if they are t o  b e  achieved. 
Nevertheless the  Commission can assure the  Court  
that  it will review its existing procedures in the light 
of the observations contained in the  report t o  see 
how far  the former can b e  improved. 
11.9. In  the  second paragraph, it is stated that  the  
Commission has  not  considered carrying the  risk 
itself even though this is done  by  the national 
administrations of many  of the Member  States. 
Unlike these, however, the  Commission is not  the  
owner but  the  tenant  of most  of the buildings which 
it occupies. The tenancy agreements stipulate that  
the  Commission must  effect insurance;  this is also 
the  case with regard t o  rented buildings in the  Mem­
ber States. 
11.12. The  Commission sent its reply t o  the  Court  
of Auditors on  18 July 1980. 
This facility of changing applies equally t o  the ter­
minals (see clauses 5.3.1 a n d  5.3.2 of Contract 
N o  H/05) .  
Given the  difficulty of forecasting the Commission's  
needs over a five year period a n d  given the rate of 
advance of informatics technology (frequent intro­
duction of equipment  with better price/perform­
ance) the  Commission decided it was essential t o  
retain the  flexibility of rental terms (with the possi­
bility of changing equipment) rather than commit 
itself t o  a particular piece of equipment  for  5 years 
or more, as would b e  the case with purchase or leas­
ing. 
The  Commission would be  able t o  purchase all or  
part of the  .equipment if at some future date it 
decided to  d p  so. I C L  (and its subcontractors) 
would welcome this, as they would b e  saved the risk 
of having t o  take back old equipment  (e.g. a 2980 
that  is n o  longer marketed) which h a d  not  yet been 
amortized a n d  for  which they would have difficulty 
in finding another customer. 
Computer Centre 
11.10. a n d  11.11. 
Purchase or rental of equipment 
The  Commission h a d  a choice of 
— purchase;  
— leasing (with n o  possibility of changing equip­
ment  during the course of the lease); 
— rental. 
The  Commission chose rental as  it wished t o  b e  able 
t o  change the  initial equipment  during the  period of 
the  five year contract for  more powerful  or more 
advanced equipment.  
For example,  the  Commission is able t o  change the 
I C L  2980 system for  a dual  2976 (if it needs greater 
resilience) or a 2982 (if it requires more power). 
Financial compensation for delays 
As regards timescales it must be  stressed that  the  
conversion of a heavy work-load f rom IBM t o  
another computer  (in order t o  permit the  cancella­
tion of IBM) is probably a world first. The  problem 
was made  even more complex in that  I C L  was being 
asked t o  replace an  IBM network o n  an  IBM mach­
ine with a mixed network (MITRA's ,  Nixdorf,  Oliv­
etti) on  an  I C L  machine.  
Neither side had  therefore a firm basis for  fixing a 
timetable which it could guarantee t o  respect. 
O n  the Commission's  side (and it must  be  remem­
bered that  such conversion is very much a coopera­
tive effort) the  problem was exacerbated by the fact  
that ,  during the conversion period, there was on  the  
one  h a n d  a great increase in the demand  for  new 
applications a n d / o r  extensions t o  existing applica­
tions a n d  on  the other hand  a n  insufficient number  
of informatics staff t o  cope with the  situation 
(200 posts out  of a necessary 344). 
The  Commission a n d  I C L  therefore took the deci­
sion t o  set out  a timetable in the  Bureau Service a n d  
Conversion Contract which would keep u p  the  pres­
sure on  both parties t o  arrive at the speediest possi­
ble solution. 
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In such circumstances it would have been inappro­
priate in an endeavour of this nature to seek penal­
ties for delays. 
Nevertheless, the Commission could not accept that 
the conversion should continue indefinitely. For this 
reason, the Commission reserved the right to cancel 
the contract if acceptance for each of the major 
applications was not achieved by 31 Decem­
ber 1979. 
— the ICL 2980, the network, and the major con­
verted applications (other than the European 
Community's information and documentary 
research centre, CIRCE) are accepted as of 
12 December 1979; 
— the Commission will not transfer CIRCE to ICL 
(the ECDOC (internal documentation) part of 
CIRCE will continue to run on CII-Honeywell 
Bull, the CELEX (data-base of Community law) 
part will be transferred to  CII-Honeywell Bull); 
Risk element 
The risk element is properly defined in Clause 7.7.5 
of Contract N o  H/05.  
It is applied to equipment (i.e. the MITRA/Olinix 
network) and to services (i.e. the conversion) where 
these are provided by subcontractors. 
ICL assumed certain risks with regard to the sub­
contractors (who were chosen by the Commission 
and not by ICL) — see clause 7.7.5. 
ICL has incurred extra costs on a number of occa­
sions with regard to these subcontractors. For exam­
ple, the  MITRA 125 supplied for use by the agricul­
tural intervention service of the Commission by the 
MJI Company was not properly supported and 
maintained by the subcontractor, and  was found to 
be  inadequate for the work. At-the Commission's 
request ICL organised the removal of the MITRA 
125 and replaced it immediately with an ICL 2903 
which was provided free of charge for a number of 
months. 
— ICL will provide 7 man years of free systems 
engineering effort rather than the 4 man years 
agreed in the Protocol of Provisional Accept­
ance; 
— ICL provides 5 of the 11 Megabytes of store on 
the 2980 free of charge for the life of the con­
tract; 
— ICL provides a second machine (ICL 2976) 
staffed by ICL personnel to absorb the expand­
ing work-load of the Commission. The first year 
of use is provided free of charge (this has a 
value to the Commission of some Bfrs 135 mil­
lion); 
— ICL will not apply the 5 % indexation to the 
hire charges and program licence fees of the 
ICL 2980 for 1980 or 1981, 
Other provisions cover the monitoring of magnetic 
tape performance and the free provision by ICL of a 
fourth shift until all of the 11 Megabytes of store are 
installed. 
The Commission believes that these acceptance 
terms result in adequate capacity at tendered prices 
and,  at the same time, compensate the Commission 
for expenses it has incurred needlessly (i.e. in 
attempting to convert CIRCE to ICL). 
Final systems acceptance 
The final systems acceptance tests took place in 
December 1979. The result of these tests was eval­
uated during the first half of 1980 and a Protocol of 
Systems Acceptance (Addendum 21 to  Contract N o  
E E C / H / 0 7 )  was signed on 2 August 1980.. 
The Protocol of Systems Acceptance indicates that 
Computer management planning service 
This service will become operative when the budget­
ary authority makes the posts available. 
The planned establishment of this service is 6 'A' ,  
6 'B '  and 4 ' C '  posts. The service currently has the 
following permanent posts: 2 'A',  2 'B',  3 'C ' .  
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It should  b e  noted  tha t  t he  informatics  services h a d  \ 
a deficit  of  144 posts  a t  t he  e n d  o f  1979. 50 extra 
posts  were requested fo r  1980; 13 posts  (5 ' B '  a n d  
8 ' C ' )  have  been  granted.  These  are  in  t he  process o f  
being allocated between the  various data-processing 
services. 
Use of external staff 
T h e  Commiss ion  has  repeatedly po in ted  o u t  t o  t he  
budgetary authority tha t  t he  cost  t o  t he  C o m m u n i t y  
of  a n  external informatics  expert  is approximately  
twice t he  cost of  t he  equivalent  official .  
Nevertheless, with a deficit  of  144 posts  t he  C o m ­
mission has  h a d  n o  op in ion  b u t  t o  use  external s taff . .  
Apar t  f r o m  considerat ions of  cost t he  use  of  external 
staff  a n d  temporary staff  creates serious problems 
fo r  the  Commiss ion .  Such staff  are  useful  when  
there are one-off  non-repeat ing tasks t o  b e  carried 
o u t  (e.g. conversion).  However,  n o w  tha t  t he  conver­
sion exercise is virtually completed,  t he  Commiss ion  
is left  with pe rmanen t  tasks which require cont inu­
ity. T h e  main tenance  of  a system such a s  C R O N O S  
(data-base of  statistical t ime series), f o r  example ,  
requires o n e  o r  more  persons fo r  a per iod of  several 
years. T h e  system -has h a d  t o  b e  jeopardized  b y  
employing contract s taff  o r  temporary officials with 
the  a t tendant  risk tha t  their employment  will cease 
a n d  their know-how will d isappear  with them.  
sent  reminders  t o  t he  recipients involved in t he  
7 cases n o t  yet settled, a n d  is a t  present  taking more  
urgent  s teps t o  obtain  the  missing informat ion.  
A dif ference of opin ion  has  arisen between the  
Commiss ion  a n d  t he  Cour t  of  Auditors  involving 
t h e  34 grants  no t  yet settled. In  some  cases, t he  
Cour t  would  like t he  recipient t o  present  his entire 
account ing records. This  is not' provided fo r  in t he  
agreements.  However,  t he  desired objective could b e  
a t ta ined if t he  Cour t  was  t o  m a k e  use  of  its right t o  
carry o u t  a n  audi t  in respect of t he  recipients. This 
right is expressly ment ioned  in the  agreements with 
the  recipients. 
T h e  support ing documents  relating t o  t he  other  
i tems of  expendi ture  pa id  b y  t he  Commiss ion  con­
cerning the  direct elections are a t  t he  Cour t ' s  dis­
posal .  
CHAPTER 12 — S U M M A R I E S  O F  REPLIES FROM 
O U T S I D E  BODIES 
T h e  Commiss ion  unders tands  tha t  t he  Cour t  does  
n o t  expect  it t o  m a k e  comments  as  part  of its annua l  
report .  
T h e  replies will b e  m a d e  in accordance with t he  pro­
cedures specially laid d o w n  for  this purpose .  
Final comment 
T h e  reply t o  their quest ionnaire  was  sent  t o  t he  
Cour t  of Auditors o n  7 July  1980. 
11.12. The  Commiss ion  addressed its reply o n  
this po in t  t o  the  Cour t  of  Auditors  o n  18 July 1980. 
11.15. Since t he  Cour t  of  Auditors  carried ou t  its 
aud i t  in t he  Commiss ion  depar tments ,  the  Commis­
sion has  received fur ther  suppor t ing evidence f r o m  
the  recipients w h o  h a d  no t  compl ied  with their con­
tractual obligations.  
T o  date ,  t he  Commiss ion  has  received evidence con­
cerning t he  use  of 34 grants. T h e  Commiss ion  h a s  
P A R T  II:  T H E  E U R O P E A N  
D E V E L O P M E N T  F U N D S  
Introduction 
0.4. (final paragraph)  In  general the  Commiss ion  
shares the  Cour t ' s  views as  t o  the  factors  it considers 
decisive fo r  t he  success o r  failure of  a development  
project.  
Explanat ions  of  the  policy adop ted  o n  each of these 
factors are  given below. 
/ 
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0.5. Over-estimation of the human, financial or 
administrative resources of recipient countries 
(a) Problems about land 
The Commission deals with these problems when­
ever they arise while a project is being investigated. 
The  proposals a n d  financing agreements mention 
them in the special cqnditions, which in most cases 
link the start of a project to  arrangements for  wind­
ing it u p  or compensating the former occupants.  But 
the Commission's  powers are necessarily limited 
a n d  the ultimate solution does not  rest in its hands  
as  it obviously cannot  act in place of the authorities 
when the latter are  inadequate.  O n e  must not  forget 
that the solution to  problems about  land,  which is 
the province of the local authorities, may in many  
cases contain aspects which are essentially political. 
0.6. Poor quality of preparatory studies 
The recipients the Commission is dealing with are 
developing countries a n d  it is unusual  t o  find pro­
jects already covered by sound studies there. As the  
Commission is frequently offered only ideas for  pro­
jects it makes available technical assistance person­
nel able t o  draw u p  the complete planning schedule 
for  the project and  then t o  supervise it. It can call on  
a large number  of consultants for  this purpose;  they 
represent the  know-how and  the: technological 
wealth of the nine Member  States. Doubtlessly some 
of these consultancy bureaux have made,  a n d  will 
continue t o  make errors as a result of insufficient 
knowledge o f  the very special conditions that exist 
in tropical Africa. But on the whole these errors are 
exceptions; the Commission does not ,  however, hes­
itate t o  penalize bureaux by placing them on  a black 
list if the errors are very obvious. 
(b) Failure to observe contractual obligations in 
financing agreements 
This criticism is justified a n d  such failures would 
make  a long list. But one  must bear  in mind the 
extreme financial difficulties the A C P  States have 
just  t o  meet their own operating expenditure 
because of their very limited resources. The  solution 
here is obviously not  t o  charge regular maintenance 
costs t o  the development funds ,  even though the  
second Lome Convention does allow some useful  
flexibility on  this point.  Communi ty  intervention in 
the sectors (particularly social infrastructure) which 
create the major  sums of recurring expenditure 
should b e  carefully assessed. Part of the solution is 
to  f inance the training of technical staff responsible 
for  maintaining equipment  o r  t o  supply the  materi­
als needed for  maintenance through appropriate 
a n d  of ten inexpensive action. 
Finally, one  must stress how sensitive A C P  States 
can be  to  having their weaknesses in this field 
exposed:  a passage in the Commission's  report for  
the financial year 1978 on  the implementation of aid 
programmes which objectively explained the  diffi­
culties ACP '  States had  because of their limited 
financial means  a n d  because of the shortage a n d  
low level of training of maintenance supervisors 
caused, great difficulties when it was discussed; it 
actually had  t o  be  deleted in order t o  avoid a 
diplomatic incident. 
0.7. Failure to suit projects to local conditions 
The  Court 's  comments  should not  be generalized. 
There are projects which can b e  criticized bu t  along­
side them are t o  be  found  many  satisfactory con­
structions that take account  of local conditions. 
Faults in design a n d  construction, the inappro-
priateness of the installations a n d  equipment  a n d  
insufficient use of local materials are d u e  t o  the  
interaction of many factors that  are usually psychol­
ogical a n d  sociological in nature. In  particular: the  
desire t o  carry out  'modern '  projects like those in 
industrialized countries; rejecting traditional materi­
als which d o  not  have the nobility a n d  prestige of 
imported materials; the fact that  these materials are 
not  approved,  which cause problems, a t  the  t ime of 
acceptance a n d  explains the undertakings'  hesita­
tion t o  grant a ten-year guarantee involving materi­
als which are not  officially accepted;  the  influence 
of expatriate technical consultants who  sometimes 
press them to  go  one  better;  the laxity of  some Euro­
pean  architects keen t o  avoid conflicts with their 
principals, which can lead to  'super concrete'  type 
projects. 
For their part the Commission departments have 
learnt a lesson f rom the past  a n d  have taken mea­
sures to  ensure that the  partner countries are better 
informed.  Measures are currently being taken t o  
improve the suitability of  the  infrastructures t o  the  
locality a n d  the use of  local materials a n d  the  
know-how of the small national firms. But one  must  
I 
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not forget that these operations are not easy and that 
time and virtually constant persuasion are needed in 
order to produce results. 
More reasonable voices are finally beginning to be  
heard backing u p  the efforts of the Commission and 
the authorities in the A C P  States. It is gratifying that 
one of the points in the resolution adopted by the 
ACP-EEC Council of Ministers at its meeting in 
Nairobi on 8 and 9 May 1980, recommends that care 
should be  taken that consultants are given suitable 
instructions to encourage maximum utilization of 
appropriate technology and to  exploit the human 
and material resources of the A C P  States. These 
words, which are along the lines of the Court 's 
recommendations, were inserted at the ACP's 
request. 
jects depend on the expatriate technical assistance 
personnel. 
It is not always easy to  maintain this high-quality 
technical assistance, • whether because of the diffi­
culty of finding experienced staff or because the 
A C P  States want to replace them by local staff. 
/ 
The frequent changes, the excessive number of staff 
or their inefficiency and the disparity between the 
salaries of European and local staff are all factors 
that exert a negative influence on the course of pro­
jects. 
But the Commission is not autonomous in this field 
either and is therefore obliged to cooperate with the 
A C P  States, who are free to select experts and their 
staffing policy. 
0.8. Effects of policy for farm prices 
It is true that the application of low producer prices 
has hindered the smooth progress of certain agricul­
tural projects. The Commission is concerned about 
this and in some cases its intervention has led to an 
increase in the price paid to the producer. But here 
too discussions with the governments can prove dif­
ficult for political reasons; firstly, these govern­
ments tend to regard the subject as the province of 
their own authorities, and  secondly, they d o  not hes­
itate to tell the Commission that they are not only 
responsible for guaranteeing agricultural producers 
reasonable prices but alsb have a duty to  keep down 
the consumer prices paid in the towns; finally, they 
will tell the Community, with apparent justice, that 
farm prices depend on world markets which are 
influenced by a whole series of factors which are 
completely beyond their control. That is why when 
the Commission's 1978 report on the implementa­
tion of aid was being discussed an attempt by the 
Community to  obtain a joint recommendation to  fix 
remunerative farm prices failed completely. That 
does not mean that the Commission will not try 
again since it really is a basic aspect of development 
policy. 
0.10. Unnecessary risks from marginal economies 
The Commission shares the Court's view. Many 
instances can be cited where existing economies or 
additional credit were used in order to finish or per­
fect a project. One should always bear in mind that 
this policy must be  put into practice carefully, both 
because of the problem of the availability of credits 
and in order to prevent misuse by recipients. That is 
why the Commission judges that such actions 
should come within the powers of the chief author­
izing officer. 
It is furthermore a fact that making the execution of 
a project dependent on the completion of a small 
part of it by the recipients frequently delays its being 
brought into use. 
0.9. Problems of technical assistance and of local 
management 
It becomes clearer every day that both the successful 
execution and satisfactory operation of many pro-
0.11. Failure of the Commission to act in cases of 
claims by ACP States against European firms 
The Commission does not share the Court's view 
that 'the Commission staff d o  not seem to have 
given sufficient help to  the country concerned in the 
recovery of the claims'. 
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In fact the Commission did not spare any efforts in 
persuading the European Investment Bank to reim­
burse the amounts given as guarantees. Friendly 
negotiations produced no  results and the Commis­
sion thought it undesirable to make a complaint; 
this would have placed it outside its position of 
provider of funds  and its traditional role of 'friendly 
arbitrator' in disputes. It would also have estab­
lished a dangerous precedent, contrary to the spirit ,  
of the Lome Convention. 
That is why the Commission has reservations on the 
Court's proposal to insert substitution clauses in 
financing agreements to allow it, at the request of 
recipient countries, to recover certain claims. 
In the majority of cases the pragmatic and flexible 
'friendly arbitrator' arrangement produces good 
results. 
SECTION 1 — I N V E S T M E N T  PROJECTS 
A .  Agricultural and agricultural industry projects 
(1.1 to 1.18) 
Because of the size and period required for comple­
tion (often several years) of agricultural pro­
grammes, these projects often run into difficulties 
peculiar to each case. Many of the difficulties or 
situations to which reference is made have political, 
technical, economic, socio-economic or human 
causes, either singly or in combination. 
Political causes: Here the Commission has only lim­
ited freedom of action; it can scarcely d o  more than 
make recommendations or suggestions without 
always being able to influence the authorities of the 
country concerned. This was the case in the transfer 
of the rice mill (1.2), the abandonment of part of an 
area (1.5), the conflicting interests of leading local 
figures (1.8), land reform (1.10), pricing policy 
(1.15), marketing policy (1.13) and the extension of 
a nut-growing project (1.6). 
Technical causes: Agriculture and the agricultural 
industry are subject to rules which cannot be 
changed on request: the results of agronomic 
research are usually known only after a considerable 
period of time (6 to 12 years and sometimes lon­
ger (1.2)); in determining the capacity of a plant in 
an agro-industrial complex, due allowance has 
always been made for the annual peak in a given 
crop but the implementation in phase with the 
long-term production forecasts is still an economic 
constraint. 
Economic causes: Since projects take a number of 
years to complete, their design cannot take develop­
ments in the world markets or in the national econ­
omies into account. 
During the last decade, there have been the oil crisis 
and increases in the costs of raw materials, manu­
facturing and national salaries; such factors have 
contributed to the exceeding of estimates (1.3) and 
delays in and the redesigning.of projects (1.4, 1.5). 
Economic reasons, profitability in particular, 
explain why one crop was not treated (1.6), the 
choice of technical approach to a revision in which 
the investment/value added ratio (or even the rate 
of return) was a determining factor (1.14) and the 
replacement of oil-fired kilns by ones burning peat 
(new financing, 1.3). 
Technical, economic and human causes: The replace­
ment of a reliable and economical piece of equip­
ment (hot-air kiln) by a less efficient one (Ceylon 
kiln of known design — 1.9) was justified by: 
— the lack of productivity of the local labour 
force; 
— the lack of available materials (cement, iron, 
sheet steel, etc.); 
— the need to process the harvest (Ceylon kilns 
were made from breezeblocks); 
— antagonism between the technical assistants and 
the local person in charge. 
In this case (1.12) neither the competence nor the 
qualifications of the technical assistant can be ques­
tioned. The local person who had been in charge for 
almost seven years and had just been made project 
leader found it difficult to accept the technical 
assistant's strong character. This personality clash 
had a deleterious effect on the progress of the pro­
ject (1.6, 1.9) since the recommendations of the 
technical assistant were simply ignored. The local 
person in charge also requested the recall of the 
technical assistant. 
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1.17. T h e  sugar complex in the  A C P  State con­
cerned has  received the  fol lowing Communi ty  
finance: 
— 2nd  Y a o u n d e  Conven t ion  (3rd E D F ) :  
5 040 000 E U A  ( loan  o n  special terms);  
— Lome I (4th E D F ) :  3 000 000 E U A  (condit ional  
loan o n  risk capi tal) ;  
— Lome I (4th E D F ) :  1 428 000 E U A  (subordinate  
loan o n  the  sugar company ' s  risk capital).  
Since this was  a project  in the  industrial sector, t he  
Communi ty ,  in accordance  with t he  provisions of 
the  Second Yaounde  Convent ion ,  gave the  Euro­
pean  Investment  Bank o n  5 January  1973 the  
broadest  possible m a n d a t e  fo r  managing  the  loan o n  
special terms,  in particular as  fa r  as  supervision of  
t he  project  with regard t o  the  special under takings 
given by t he  A C P  State a n d  the  sugar  company  a n d  
this  company ' s  financial situation were concerned.  
Every year since 1973 the  Bank has  sent  t he  C o m ­
mission a report  o n  the  project a n d  has  exchanged 
views with Commiss ion  officials o n  matters  of  com­
m o n  interest. It ha s  always been  ready t o  give a n y  
informat ion required.  
T h e  Commiss ion  delegate has  always been  in formed 
verbally of  t he  result of  missions sent  b y  t he  Bank t o  
t h e  project.  
As  f a r  as  the  loans  o n  risk capital are concerned,  t he  
Bank has  sent  the  Commiss ion  a n d  t he  Counci l  the  
regular annua l  reports  provided fo r  in Article 31 (4) 
of  the  Internal Financial  Agreement of  1 i July 1975. 
(b) T h e  very fact  that  tenders  entered b y  contractors 
vary so  greatly ( u p  t o  100 %) shows the  difficulty of  
making  accurate estimates. If cost over-runs are 
considerable in the  case of tenders,  they become 
even greater in the  case of works carried ou t  b y  
direct labour  simply o n  t he  basis of estimates. 
1.23. It is t rue that  some  studies are inadequate .  
Unfor tunate ly  these inadequacies are o f ten  only 
not iced dur ing the  course of a project.  Some studies 
o r  parts  of  studies can  only b e  checked by repeating 
them (for  example,  laboratory tests). O n  the  other 
h a n d ,  the  stability of  a bridge a n d  related measure­
ments  can  b e  checked precisely. T h e  best  guarantee 
of  a good  study is the  choice of a competent  consul­
tancy.  
It should b e  noted  tha t  m a n y  studies fo r  works 
financed b y  the  Commiss ion  have  been  pa id  fo r  b y  
other  a id  agencies. Even where t he  quality of these 
studies is open  t o  quest ion,  it is always diff icult  t o  
persuade  the  countries concerned t o  finance new 
studies o r  checks. 
I n  the  comparatively rare cases of  studies which 
prove inadequate  while the  work is being carried 
ou t ,  the  best  a n d  cheapest  course is t o  correct t he  
errors without  s topping t he  work. 
For  the  rest, while the  work is in progress it is qui te  
reasonable  t o  take  measures t o  improve the  quality 
o f  t he  investment which only become apparen t  af ter  
work has  commenced  (for example,  the  discovery of  
new deposits).  
B. Road infrastructure projects (1.19 t o  1.25) 
1.22. (a)  A distinction mus t  b e  d rawn  between 
exceeding the  t ime set fo r  complet ion a n d  extending 
this  t ime.  Where  there is just if icat ion,  extensions are  
granted b y  the  supervisor of  works. There  are com­
paratively few instances of  the  t ime set be ing  
exceeded without  extra t ime be ing  gran ted ;  t he  
example  quo ted  is no t  typical. Technical  complet ion 
should no t  b e  con fused  with closure of the  file, 
which m a y  take  t ime because of  difficulties which 
arise a t  t he  e n d  of t he  contract  (disputes,  release of  
deposi ts  a n d  guarantees,  making of  final payments ,  
etc.). 
T h e  very economical  construction of  a structure t o  
which t he  railway company  m a d e  a 50 % contribu­
t ion should  b e  regarded as  a necessary investment.  
1.24. T h e  Conyniss ion certainly does  no t  wish t o  
m a k e  candle-end economies  bu t  is always faced  b y  
lack of f unds .  
(a) It is defiiiitely preferable f rom a long-term poin t  
of  view t o  construct double-track bridges. Neverthe­
less, the  Commiss ion  very of ten  comes u p  against  
existing posit ions a n d  traditions in the  A C P  States. 
I n  t he  final analysis, it is the  recipient State which 
h a s  t he  right t o  decide o n  the  technical characteris­
tics. 
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In  any  case, the  difference in cost between a single-
track bridge a n d  a double-track o n e  is a sum which 
canno t  b e  considered as  of  slight importance.  
(b) T h e  surfacing could no t  be  finished because of  
lack of  funds .  T h e  remaining section is therefore a n  
earth road  which requires different  main tenance  
techniques f rom those used o n  bi tumen roads  if it is 
no t  t o  fall into disrepair. 
(c) T h e  tender  in this case was no t  unrealistic. 
Unfor tunate ly  the  g roup  was very badly managed .  
Its withdrawal could no t  have been foreseen. T h e  
consul tancy's  position is no t  always dictated so  
much  by objectivity as  by the  desire t o  avoid risk 
a n d  damage  t o  their reputat ion.  
(d)  T h e  bridge ment ioned collapsed as  a result of  
the  failure of  a bolster a n d  no t  because of the  sys­
tem chosen.  This bridge, like any structure, had  been 
built t o  withstand its own weight, loads a n d  winds.  
T h e  very strict rules o n  this which are in force were 
carefu | ly  fol lowed,  all the  more so  because the  effect  
of  cyclones in that  country is well known.  
1.25. Financing proposals  have fo r  m a n y  years 
included maintenance  costs. 
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European architects w h o  are reluctant  t o  exceed 
their mandates .  
T h e  most  important  suggestions a n d  act ions leading 
t o  the  success o r  fai lure of  the  project  are  those  
which the  E D F  or  any  other a id  agency is least able  
t o  influence.  These include factors such as  the  pov­
erty of ,  o r  management  of publ ic  f inances  in, t he  
A C P  countries which are no t  always adequa te  t o  
provide the  administrat ion with sufficient  regular 
information t o  func t ion  properly. O n  the  other  
h a n d ,  the  easiest measures t o  take, such as  design 
research, t he  better adapta t ion of  buildings a n d  
equipment  t o  their surroundings,  personnel  t raining 
a n d  familiarizing users with a building,  while impor­
tant ,  cannot  by  themselves finally solve the  opera­
tional problem. 
As far  as the  main tenance  of  infrastructure a n d  
equipment  is concerned,  action has  been taken with 
some  success a n d  will cont inue  t o  b e  taken.  There  
are, however, n o  miracle cures which will pu t  right 
rapidly operational oversights o r  defects.  
1.29. Commission depar tments  have  already 
explained the  reasons which in the  pas t  have  led t o  
t he  financing of  some  large hospital complexes.  
C. Health and social welfare projects (1.26 t o  1.34) 
They are ,aware  of the  problems which have  arisen 
a n d  which are still arising with regard t o  the  opera­
t ion a n d  main tenance  of  these large hospitals.  It is 
undeniab le  that ,  a s  the  Cour t  rightly says, the  sec­
toral policy o n  health should in fu ture  b e  based  o n  
preventive medicine a n d  educat ion.  It is however 
also true that  while such activities are a very impor­
tan t  link in the  chain of  health care, those aspects of  
curative health care which are dealt  with by  hospi­
tals cannot  b e  omitted f rom an  overall health policy. 
1.28. (a) In the  field of health especially, the  
choice of some  large projects a t  the  expense  of 
smaller buildings o r  preventive a n d  educat ional  pro­
jects  is largely dictated b y  the  desire t o  have  modern  
complexes like those in industrialized countries t o  
gi^ ve the  impression of a certain type  of  progress; 
insufficient  at tention is paid  t o  practical financial 
a n d  technical considerations.  
1.28. (b) a n d  (c) The  question of  the  runn ing  
costs of projects a n d  the  main tenance  of buildings ' 
a n d  equ ipment  are sources of ma jo r  concern t o  the  
Commiss ion since they determine the  success o r  
failure of the  project.  
T h e  choice of nat ional  authorities is largely influ­
enced by expatriate technical advisers w h o  some­
t imes cause costs t o  rise a n d  the  slackness of certain 
1.32. Water-supply for health and social purposes 
(a) In  the  case of t he  breakdown of  remote  controls,  
all that  can b e  hoped  is that  the  Commiss ion is 
m a d e  aware  of  this rapidly so  that  main tenance  m a y  
b e  under taken t o  restore this equ ipment  t o  working 
order.  
(b) Errors in estimating populat ion growth m a y  b e  
attributed t o  the  fol lowing causes:  
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(i) over-estimation: the difficulties of taking into 
account the socio-economic situation and 
prospects of towns with a (Community-
financed) water supply. Such situations form 
an. obstacle to natural growth and to migratory 
movements from rural areas to  the towns. 
(ii) under-estimation: the large and continually 
growing movement away from the countryside 
which increases unpredictably in times of 
drought. 
(c) Considerably more time is needed to  reach a 
satisfactory situation with regard to charges. It 
should be  noted that the. system of equalizing 
charges to  subsidize smaller towns from the profits 
made in the cities has only recently been, put into 
practice. 
The Commission departments responsible recom­
mend that all services should make a charge but it is 
u p  to the relevant ACP authorities to take the neces­
sary decisions. 
The remarks about the choice of water supply on the 
basis of 'price, quality and ease of access' reflect the 
usual situation in-developing countries: the taste of 
dirty water is preferred to that of water sterilized by 
the addition of chlorine; fountains are monopolized 
by the water-carriers; the selling price of water is too 
high in relation to incomes, etc. 
1.33. Although a project is usually preceded by 
an on-the-spot survey, the behaviour and customs of 
the recipient populations are often unpredictable. 
All that can be done is to  note the digging of wells 
by hand and renew the efforts to spread understand­
ing and an acceptance of modern methods through 
the local society. 
1.36. (d) The sanitary installations are provided 
with outlet pipes which conform with the relevant 
international standards. It is true that they are often 
blocked but  this is due more to usage — and indeed 
cleaning — problems than to the design and diame­
ter of the pipes. 
As far as the protection of lighting systems is con­
cerned, technical solutions which reduce certain 
types of deterioration may be sought and found but 
such deterioration cannot be  totally prevented if a 
free and easy atmosphere prevails in the educational 
establishment. 
In conclusion, technical solutions cannot d o  more 
than reduce the problems of the maintenance of 
sanitary installations, the protection of lighting sys­
tems, etc.; only an educational programme teaching 
respect for the buildings can have a lasting effect. 
1.37. (a) The Commission is the first to regret 
any delays in the completion of construction pro­
jects since such delays inevitably lead to  project cost 
increases. 
Nevertheless, the Commission does not usually 
undertake to pay for connecting the site to outside 
services since, if it did, the project could very 
quickly become an excuse for the extension of 
urban water, electricity, road and telephone services. 
(b) It may well be  that of the 186 educational build­
ing projects of all types financed by Community 
aid, some roofs, particularly flat ones, have let a cer­
tain amount of water in under very stormy condi­
tions. Nevertheless one may well wonder whether a 
general conclusion can be  reached on the basis of a 
few specific instances. 
(c) It is true that the teaching materials supplied to 
some educational establishments are not always 
completely suitable to their needs and the Commis­
sion has already stated that it will try to remedy this 
situation in future. \ 
D .  Educational infrastructure projects (1.35 to 1.41) 
The replies to  the Court's remarks concerning the 
design of health and social welfare infrastructure 
projects are also relevant here. 
The points raised about certain educational and 
industrial (slaughterhouse) projects may be  
answered as follows: 
E .  Industrial projects (1.42 to 1.46) 
1.43. Slaughterhouses 
\ 
(b) With' regard to the slaughterhouse study, it 
would be  more correct to speak of a combination of 
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cicumstances rather than  connivance.  In fact  the  
firm of  architects retained for  the  slaughterhouse 
s tudy engaged an  expert  f rom a firm making slaugh­
terhouse equipment  as  a technical adviser. 
When  the  Commission depar tment  responsible 
heard of  this, t o  ensure observance of the  rules of  
competi t ion,  it el iminated this firm f rom the tender  
competi t ion fo r  equipping the  abattoir.  
(c) T h e  involvement of  technical assistants in mat­
ters of  f inancial  management  is not  always easy a n d  
is sometimes impossible. The  Commission shares 
the  Cour t ' s  views abou t  this abattoir  funct ioning a t  
only 5 0 %  of capacity. Nevertheless, it is unable  t o  
resolve this problem itself since a n y  financial  mea­
sures depend  o n  government  price policy a n d  the  
control of  undeclared slaughtering. 
1.45. Industrial estate 
At the  p lanning  stage, the  industrial estate was  t o  
meet  a genuine  need .  However,  delays in executing 
t he  project led t o  a number  of  f irms obtaining pre­
mises elsewhere. There is n o  doub t  tha t  in t he  m e d ­
ium term the  estate will b e  used as  p lanned .  
1.46. The  two  solar p u m p s  are t he  first par t  of  a 
project  o n  the  construction of  p u m p s  a n d  solar 
engines. This  is essentially a scientific cooperat ion 
project which will provide the  A C P  country in ques­
t ion with greater knowledge of this type  of  technol­
ogy. 
T o  avoid installing equ ipment  which would  benef i t  
only the  research centre, the  Commiss ion  suggested 
tha t  the  nat ional  authorities should  m a k e  the  instal­
lation o n  a n  operat ional  site so  tha t  a compar ison 
with traditional appara tus  could b e  m a d e  while still 
pursuing the  research aspect.  That  is why it was 
in tended t o  use the  two  p u m p s  in quest ion fo r  t he  
irrigation of  agricultural areas.  
1.44. Electricity 
T h e  financial resources allocated t o  this conipetition 
were only sufficient  t o  cover the  cost of  the  lowest 
tender.  However,  this tender  conta ined condi t ions  
allowing the  contractor t o  request price revision if 
the  geological condit ions encountered differed f r o m  
those  o n  which the  tender  price h a d  been  based.  In  
reply t o  requests f rom the  local authorities f o r  a 
clearer defini t ion of these condit ions,  the  tenderer  
required a n  increase of  16 -5 % of his initial price b u t  
without deleting the  original condit ions.  Finally, in 
view of the  refusal of  the  Commiss ion a n d  the  local 
authorities t o  concede  o n  this point ,  the  firm agreed 
t o  carry ou t  the  work o n  the  basis of its original 
price a n d  t o  rescind its condi t ions;  it d id  however 
obtain f rom the local authorities a lone  a rather more  
flexible interpretation of Article 90  of  the  Genera l  
Condi t ions  as  fa r  as  the  tunnel  was  concerned.  T h e  
Commiss ion  depar tments  m a d e  formal  reservations 
abou t  this point  bu t  they did no t  think — a n d  
rightly so  — that  they should contest  a n  agreement 
which had  been negotiated so laboriously by  the  
local authorities. A fur ther  factor  in this decision 
was  that  the  risks arising f rom this agreement  were 
certainly n o  greater than  those involved in issuing a 
new invitation t o  tender.  In  any  case the  agreement 
was  a considerable retreat f rom the  f i rm's  initial 
position a n d  any  fur ther  delays would  have  
involved a break in the  supply of power  t o  the  coun­
try. 
During the  guarantee  period,  the  first p u m p ,  which 
has  been operat ing since mid-July 1979, ha s  been  
the  subject of  some  technical modif icat ions  which 
will benefi t  primarily t he  nat ional  research workers 
engaged o n  the  project.  
Unfor tunate ly  the  second p u m p  has  no t  yet been  
installed because the  nat ional  authorities have  no t  
honoured  their undertakings with, regard t o  t he  pre­
parat ion of  the  site;  it is expected tha t  this will b e  
ready fairly soon.  
SECTION 2 — MICROPROJECTS 
2.3. T h e  rules fo r  implement ing t he  Lome  C o n ­
vention with regard t o  microprojects (Doc .  ACP-
E E C / 1 0 6 f / 7 7 )  state tha t  the  period o f  actual work 
o n  a project should b e  as  short as  possible, theoreti­
cally n o  longer than  a year. 
Because of  a combinat ion of  factors,  projects gener­
ally take longer than  a year t o  complete.  For  exam­
ple :  
(i) even with small projects it still takes jus t  as  long 
t o  order  a n d  obtain delivery of materials;  
(ii) since earthworks depend  o n  the  availability of  
the local population, they cannot  be carried out 
in winter-time; 
31. 12. 8 0  Official Journal  of the  European Communities 305 
(iii) transitory shortages can also hold u p  work;  
(iv) since a whole annual  programme may of ten  
consist of a number  of different projects, it may  
well b e  difficult  t o  complete the  programme if 
there are difficulties or delays with o n e  or  more  
of these projects. 
2.4. (a) The various operations involved (submit­
ting programmes a n d  estimates, follow-up work, • 
inspections) progress much more smoothly in those 
A C P  countries which have a n  organization responsi­
ble for  coordinating activities. The  A C P  countries 
are beginning t o  realize this a n d  are setting u p  suita­
ble bodies. 
(b) The  delegations play a vital role bu t  are some­
what hampered because there are so many  projects 
a n d  they are so widely dispersed. 
(c) A project is rarely abandoned  just  because costs 
have been under-estimated. The  number  of projects 
where costs have been under-estimated in an  overall 
programme is usually matched by the number  of 
projects where costs have been over-estimate<d. Nev­
ertheless there has been  the  o d d  case of flagrant 
under-estimation where a country was in a hurry t o  
submit a programme a n d  included projects several 
years old. 
In any case, it is quite common for  the  costs given 
in the  f inancing agreement t o  b e  changed since, 
according t o  the Lome Convention,  the  decision is 
taken on  the  basis of the general outline of the  pro­
posed programme. 
(d) Although the authorities in the beneficiary 
countries are not  required t o  submit reports until 
projects have been completed,  the  half-yearly 
reports f rom the delegates give some idea of the pro­
gress being made.  Moreover, the  Commission is in 
full  agreement with the  Court 's  view in respect of 
the  monitoring of these projects which, because they 
are so widely dispersed, can b e  checked only by 
making random checks. 
SECTION 3 — GENERAL TECHNICAL 
COOPERATION 
A. Training projects 
3.3. The choice for  the award of scholarships is 
m a d e  by the  recipient A C P  countries. The latitude 
allowed the  delegations varies f rom one  country t o  
another as regards deciding: 
(i) whether the multiannual training programme 
corresponds with the training requested; 
(ii) whether the candidate is qualified for  the train­
ing applied fo r ;  
(iii) whether f u n d s  are available. 
The  health insurance system for reimbursing medi­
cal expenses is a problem if scholarship holders are 
studying in a n  A C P  State other than  their own a n d  
come under  the Commission delegate. 
Since most A C P  countries d o  not  have a health 
insurance company,  the Commission is looking into 
the  possibility of signing an  insurance contract with 
a European insurance company to  cover sickness, 
accident, death a n d  civil liability risks for  all these 
scholarship holders. Meanwhile, the  delegates have 
signed temporary insurance contracts locally or, 
where this is not possible, are paying the actual 
costs incurred by students out  of mult iannual train­
ing programme funds .  
Students following courses in Europe are given full  
insurance cover. Students on  training courses in 
their own countries (who come under  the  national 
authorities) are covered by the same systems as 
holders of national scholaships. The  Commission is 
endeavouring t o  prevent discrimination between 
holders of E D F  scholarships studying in their own 
countries a n d  holders of national scholarships a n d  
makes every effort t o  provide proper cover for  stu­
dents  on  courses in another A C P  country or in 
Europe. 
As far  as  scholarship holders studying in Europe are 
concerned, it should b e  pointed out  tha t :  
(i) the Commission generally aligns its scholarship 
grants a n d  other allowances with the  rates fixed 
under  bilateral aid arrangements;  
(ii) some A C P  States, particularly African States, 
award lower grants;  this causes the  students 
considerable difficulties. This is the  case, for  
example,  in one  Member State, where the  scho­
larship granted by the home  State t o  some Afri­
can students is half o r  two-thirds of the mini­
mum amount  awarded under  bilateral arrange­
ments by the host State. Because of  the  high 
cost of living, these students are unable  t o  pur­
sue their studies successfully. 
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SECTION 4 — TECHNICAL SUPERVISION A N D  
DELEGATED FINANCIAL CONTROL 
A. European Association for Cooperation 
4.1. As the  Cour t  points  out ,  the  forwarding of 
E A C  accounts  o n  23 April 1980 represents a signifi­
cant  improvement  over previous years. This 
improvement  is the  result of new guidelines joint ly 
agreed with the  Commission which make  specific 
provision — to  accelerate the  closure of  t he  
accounts  — that  the  overseas imprest accounts  are 
closed at 30 November  t o  enable  them to  b e  for­
warded a n d  verified by  the  headquarters  depart­
ments  by 15 February. N o  fur ther  improvement  
seems possible in this area, given the  number  of  
these accounts  a n d  their physical distribution 
throughout  more than  forty countries. 
4.3. (a) According t o  the  E D F  entries drawn u p  
o n  31 December  1979, the  outs tanding advances  
pa id  t o  the  E A C  still await ing clearance were as  fol­
lows:, 
Advances  t o  delegations 
a n d  technical aid (see bal­
ance  sheet) 22 570 520 • 02 E U A  
Advances  in respect of  
scholarships 3 063 365 • 79 E U A  
25 633 885-81 E U A  
(b) According t o  the  E A C  entries drawn u p  o n  
31 December  1979 the  accounts  were as  fol lows:  
Total advances  received by 
the  E A C  189 526 952-12 E U A  
Amounts  just if ied 183 941 360-41 E U A  
(1) Balance t o  b e  cleared 5 585 591-71 E U A  
Total advances  in respect 
of  scholarships 8 151 858 -68 E U A  
Amounts  just if ied 8 051 239-78 E U A  
(2) Balance t o  be  cleared 100 618 • 90 E U A  
(c) Total outs tanding bal­
ances  t o  b e  cleared ( 1 + 2 )  
= which is the  figure 
given by the  Cour t  5 686 210-61 E U A  
(d) Difference between the  
ba lance  of advances  t o  
the  E D F  25 633 885-81 E U A  
a n d  the  balance of  ad ­
vances t o  the  E A C  
i.e. 
5 686 210-61 E U A  
19 947 675-20 E U A  
This  last figure represents the  expendi ture  entered 
in to  the  E A C  accounts  o n  31 December  1979 bu t  
no t  recorded in the  E D F  entries o n  the  same  da t e  
since it was no t  forwarded t o  the  Commiss ion  fo r  
clearance until af ter  the  close of t he  financial year. 
In order  t o  align the  two account ing procedures in 
fu ture  a table of  equivalents will b e  at tached t o  the  
balance  sheets a n d  t o  the  revenue a n d  expendi ture  
account .  
T h e  advance  of  Bfrs 18 500 000 (467 625 E U A )  t o  
the  E D F  was  in fact  booked  t o  t he  'exchange rate 
differences '  account  o n  30 J u n e  1979. T h e  booking  
error was detected b y  the  E A C  dur ing a n  account ing 
check a n d  corrected a t  the  end  of  December  1979. 
T h e  error would,  in any  case, have  been  detected 
when the  advances  received b y  t he  E D F  were 
checked against the  E D F  entries, a n  operat ion 
which takes place before  closure of the  ba lance  
sheet. This revenue checking procedure a t  the  end  o f  
the  financial year has  been carried ou t  regularly 
since 1970. 
Lastly, it should  be  pointed out  tha t  all t ransactions 
are  recorded o n  a day-to-day basis a n d  that  n o n e  is 
held await ing clearance. 
T h e  Commission would  also point  ou t  tha t  a n y  
transfer  of  f u n d s  f rom o n e  bank  account  t o  another  
is recorded in the  E A C  entries as  a provisional oper­
at ion ( f u n d s  in the  course of transmission) which is 
finalized o n  receipt of the  advice no t  showing tha t  
the  transfer  has  been made .  There would  seem t o  b e  
n o  justif ication fo r  the  Cour t ' s  remark.  
4.4. T h e  clearance of  outs tanding expendi ture  is 
carried ou t  o n  a n  ad hoc basis as imprest  administra­
tors reply t o  reminder  notes,  bu t  some  delay is inev­
itable given the  t ime required fo r  examinat ion,  des­
patch a n d  return of correspondence with the  imprest  
administrators a n d  overseas agents o r  with the  insti­
tut ions o r  bodies  concerned.  
In  m a n y  cases, the  expendi ture  is ultimately 
approved.  Any  expenditure totally rejected imme­
diately gives rise t o  the  issue of  a recovery order. 
Lastly, it should b e  pointed  o u t  that  the  expendi ture  
still await ing clearance af ter  over a year  is bu t  a n  
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insignificant fraction of the total expenditure to be  
cleared at the end of the year. 
4.5. Advances paid to certain staff to purchase a 
vehicle for official use are cleared by means of a-kil-
ometre allowance granted to the official in question. 
Generally speaking, this clearance operation is car­
ried out quarterly by means of a payment order 
issued by the headquarters departments and booked 
to  the advances account. 
opinion on their professional competence. Their 
names are then listed in order of merit by the 
committe for delegation staff, in accordance 
with the provisions laid down in the EAC 'Texts 
and Administrative Instructions' concerning 
publication of the General Clauses and the 
administrative arrangements applicable to over­
seas staff. 
it is true that two new contracts were signed, 
one in July 1979 and the other in January 1980, 
in order to replace two agents who had resigned. 
Both cases mentioned by the Court are exceptions. 
The delay was due to the fact that the calculation of 
the exact distance covered was the subject of pro­
tracted correspondence between the staff concerned, 
the delegate and headquarters departments. The 
matter has now been settled. It should be noted that 
the EAC has not been disadvantaged in any way by 
this delay since the clearance was effected via an 
entry in the accounts without incurring any transfer 
of funds  (delegation debited by crediting the ad­
vances account). 
4.9. N o  prior approval is required by the EAC for 
any expenditure over 200 EUA. Approval is 
required only in the case of expenditure on goods 
subject to inventory and on painting, upkeep and 
repair of offices and living accommodation in 
accordance with Article 11.7.3 of Texts and Admin­
istrative Instructions. This limit is raised to 300 EUA 
for car repair costs except in emergencies where an 
explanatory note from the delegate attached to the 
supporting document will suffice. 
4.6. The Commission has replied to the same 
comments already made by the Court in respect of 
the financial year 1978. The fact that the post of 
auditor was entrusted to an official of D G  VIII 
working under the authority of the Director-General 
and of a Director, who is also the Managing Direc­
tor of the EAC, is fully consistent with the Commis­
sion Decision of 13 March 1968 on the organization 
of E D F  auditing operations by D G  VIII and 
D G  XX. This Decision has remained in force until 
now. The incompatibility mentioned by the Court is 
much more theoretical than real since the audit is 
carried out by the only department which — in view 
of its powers — is able to carry out a detailed 
inspection of the accounts with the documentation 
available to it. Under the new EAC Statute now 
being discussed with the Council, however, the 
problem of the separate functions of authorizing 
officer and controller will be  automatically resolved 
since all operations carried out by the agency will, 
from the start, be  scrutinized by the Directorate-
General for Financial Control. 
4.7. The recruitment of EAC staff is conducted in 
accordance with clear rules or regulations: 
— The maximum number of staff t o  be  recruited is 
laid down in the EAC Budget submitted annu­
ally to  the E D F  Committee. 
— the EAC keeps and updates a large file of appli­
cations received or obtained via the specialist 
agencies in the Member States. If necessary, it 
may also advertise in the press. Candidates are 
interviewed by a selection board which gives an 
If the delegate complies with the above require­
ments, it would not only be difficult but impossible 
to send a telex whose cost amounted to 20 % of the 
expenditure itself. In the case mentioned in the 
report, the amount spent on a car repair was less 
than 300 EUA and it was wrong of the delegate to  
telex the EAC. 
A long-standing provision of the Texts and Admin­
istrative Instructions of the EAC is that supporting 
documents for expenditure of less than 20 EUA in res­
pect of car expenses, petrol, telegrams and regis­
tered letters and certain items of mission expenses 
should be  kept on the spot. Amendments to the 
Instructions now under consideration call for grea­
ter flexibility by extending this provision to all 
expenses of less than 20 EUA. 
The rules in respect of inventory contained in para­
graph 8.1.2 of the 'Texts and Administrative Instruc­
tions relating to the execution of the contracts of 
overseas agents' set out the conditions in which 
inventories are to be  kept. The real matter at issue is 
not the drawing u p  of documents but compliance 
therewith. The administrative departments con­
cerned will make the appropriate comments to the 
delegations. 
Turning to  the question of the vehicle fleet, the 
choice of a particular make of vehicle is made on a 
proposal from the delegate havjng regard to the 
needs of the service (rough terrain or town driving, 
long distances etc.) from the category corresponding 
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to  the official 's grade a n d  depending on  the market 
availability of the vehicle a n d  above all the after-
sales service provided (maintenance a n d  spare 
parts). 
These are the only reasons on which the choice of 
vehicles by a specific delegation is based. 
As far  as  possible, the policy of seeking a balance 
between the different European makes of car is for­
mulated for  the totality of the delegations. 
4.10. Medical expenses of locally-recruited staff 
Rules laying down the  conditions for  the reimburse­
ment  of medical a n d  pharmaceutical expenses for  
locally-recruited staff had been drawn u p  a n d  are 
contained in the Collected Texts a n d  Instructions 
applicable to  the administration of contracts of staff 
employed overseas (Ch. 6.4). 
These rules operate as follows: 
The  delegation assumes responsibility for all medi­
cal a n d  pharmaceutical expenses of  local staff only 
in those countries where n o  national social security 
arrangements exist. 
In line with these principles a number  of delega­
tions have signed medical care contracts with a doc­
tor who  is required to  care for  the local staff in the  
delegation. 
T o  prevent abuse a number  of delegations have 
indeed considered it necessary t o  fix maximum lev­
els of reimbursement. 
This measure is justified in particular by the difficul­
ties of keeping a check on which members of a fam­
ily are truly dependent  (several wives a n d  numerous 
children) a n d  t o  prevent certain types of abuse. 
4.11. It is true that certain supporting documents  
dating back to  1976, 1977 and  1978 d o  not  comply 
with the usual rules, although this does not  call into 
question the validity of the expenditure accepted. 
Nevertheless, the situation is now being rectified. 
T h e  allowances paid t o  the project director a n d  t o  
his driver were fixed in accordance with the rates of  
allowances paid by the administrative body respon­
sible for  these persons. 
4.12. The payment of US  $ 2 7  000 into a Swiss 
bank  account was made  directly by the project 
leader against the bill for  services before any action 
had  been taken by the relevant Commission depart­
ments.  
SECTION 6 — STABILIZATION O F  EXPORT 
E A R N I N G S  (STABEX) 
6.5. The two transfers to  which the Court  refers 
are simply the result of applying Chapter  1 of 
Title II of the First Lome Convention which 
requires that transfers must cover losses. 
The  two A C P  States in question suffered exception­
ally severe disasters causing them serious losses in 
export earnings from one  commodity vital to  an  
A C P  State. 
6.6. It is correct that iron-ore pellets are not  expli­
citly mentioned in Article 17 § l(m) of the Lome 
Convention.  The precise description is as follows: 
'Iron-ores and  concentrates a n d  roasted iron pyr­
ites'. 
This heading is identical t o  N I M E X E  heading 
26.01 A in the Communi ty  Customs Nomenclature.  
It covers the N I M E X E  headings from 26.01.12 t o  
26.01.19 inclusive. Iron-ore pellets are included in 
heading 26.01.19. 
In the French version of the Convention,  Article 17 
§ l(m) is 'Minerais d e  fer et pyrites d e  fer grillees'. It 
is significant that  here the text is not  a literal transla­
tion of the English text, but  is however identical in 
every respect with the French version of N I M E X E  
heading 26.01 A .  
It is therefore quite possible that the  intention in 
using the precise wording of Article 17 § l (m) was t o  
indicate this N I M E X E  tariff heading. If this is cor­
rect, then pellets must be  considered as a Stabex 
product.  
However, the  imprecision of the text has unfortun­
ately made  it impossible t o  arrive a t  a strict interpre­
tation of the Article in question. 
Legal opinion was that the only way of arriving a t  a 
definitive ruling in the matter would b e  recourse t o  
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the procedure for the settlement of disputes pro­
vided for in Article 81 of the Convention. This 
option would have had two disadvantages: firstly, 
the Community would be formally in dispute with 
an A C P  State at the time of the negotiation of the 
new Convention; secondly, it was likely that the 
matter would be  decided in favour of the A C P  State. 
A pragmatic solution was therefore sought, during 
the renegotiation of the Lome Convention, with a 
view to  arriving at a position which could be  agreed 
by both parties signatory to the Convention. 
It was finally agreed that the transfer request would 
b e  accepted, on condition that in all future cases 
iron-ore pellets would be defined as not falling 
under Article 17 § l(m), and would be  added to the 
list of those mineral products covered by the miner­
als system of the new Lome Convention. 
6.6. (last paragraph) The Commission is aware 
that the fact that the Stabex system is automatic, 
objective and neutral in its operations, is of supreme 
political importance and will continue to  defend 
this value in the future as it has done in the past. 
The Commission does not consider that the exam­
ples quoted by the Court justify the allegation of 
'improperly wide' interpretation of the Convention. 
Because the Commission attaches importance to 
this question the examples quoted by the Court are 
examined below in more detail: 
(a) The possibility of 'totalizing' the earnings of 
several commodities to calculate, the depend­
ence threshold — diametrically opposed to the 
strictly 'commodity-by-commodity' approach of 
the Stabex system — is clearly provided for in 
Article 17 which states that 'the system shall 
apply to an A C P  State's export earnings . . .  
i f . . .  earnings from the export of the product or 
products . . .In a literal and narrow interpreta­
tion it might be concluded that the total earn­
ings from the export of several related commod­
ities (e.g. groundnuts shelled or not plus 
groundnut oil plus groundnut oilcake, or cocoa 
beans plus cocoa paste plus cocoa butter) could 
b e  added together to exceed the package thres­
hold. Article 19(1) does not allow this interpre­
tation for the calculation of transfers. 
A number of A C P  States have tried on several 
occasions — on the basis of Article 17(2) — to 
persuade the Commission to  accept such 
requests for 'totalization'. Apart from two,. 
exception's, the Commission has refused these 
requests; this action is, in the view of the appli­
cant states, an interpretation of the Convention 
far-removed from the letter thereof. The two 
exceptions were made in view of circumstances 
entirely out of the ordinary; had the system not 
intervened to deal with these circumstances, it 
would have failed to fulfil its purpose. 
(i) The first case concerned- a severe drought 
which destroyed the entire groundnut crop 
and caused dependence rates for each sub-
product to fall drastically below the thresh­
old. Since the Commission did not wish to  
withhold the assistance the system could 
provide in such a disaster it agreed, excep­
tionally, to a request for groundnut prod­
ucts to Be 'totalized'. 
(ii) In the second case, the continuity of the 
process of industrialization in the cocoa 
sector, which had only just got under way, 
would have been seriously jeopardized if 
the request for products to be 'totalized' had 
been refused. The amount transferred was 
repaid into the system in full for the follow­
ing year. 
The two transfers account for 1-6% of total 
transfers made. 
(b) As regards the choice of particular reference 
years other than the four years preceding the 
year of application, the Court is undoubtedly 
referring to the Community declaration made to 
the ACP-EEC Council of Ministers in Fiji in 
1977; 
'For the purposes of applying the provisions 
relating to  the reference period, where an 
ACP State reports difficulties due to a year char­
acterized by exceptional events, the seriousness 
of which has been recognized by the interna­
tional community, the Community declares 
itself ready to seek on a case-by-case basis, in 
conjunction with the ACP State concerned, a 
solution to these difficulties through as favoura­
ble as possible an interpretation of the existing 
provisions.' 
This declaration was applied in the case of two 
A C P  States which clearly fulfilled the condi­
tions for its application: in the case of one State, 
the reference period covered the last years of a 
war of liberation; in the case of the other, the 
period covered a long period of drought. The 
seriousness of these events was recognized in 
U N  resolutions. In order to reconcile the con-
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tent  of  the  declaration with Article 19(1) of  the  
Convent ion ,  the  Commiss ion proposed,  in 
implement ing this provision, t o  use the  uni t  val­
ues of the  fou r  years preceding the  year of  appli­
cation.  T h e  quanti t ies were based  o n  the  years 
preceding the  respective war  a n d  drought  
because these years are undoubtedly  a better 
reflection of product ion a n d  export  possibilities 
than  normal  years are. In order  t o  revert t o  nor­
mal practice, as  soon as  possible f rom this 
exception t o  the  rule laid d o w n  by Article 19(1) 
of the  Convent ion,  the  Commiss ion  decided t o  
calculate the  reference level b y  replacing each 
year o n e  ' abnormal '  pre-war or pre-drought year 
by the  quanti t ies of  the  reference period def ined  
in Article 19(1). 
Total  transfers o n  this basis a m o u n t  t o  9 584 960 
EUA,  i.e. 2 - 6 % of  total transfers. 
(c) O n  the  question of  the  acceptance of late appli­
cations,  the  Commission would  point  ou t  tha t  
its approach  o n  the  three requests for  transfers 
was  based  o n  Article 18(3) of  the  Convent ion  
which provides tha t  whatever ba lance  remains  
a t  the  e n d  of each year  of  the  first fou r  years of  
applicat ion must  b e  carried forward automati­
cally t o  the  following year. Thus,  f o r  example ,  
the  ba lance  of the  1975 instalment was carried 
forward t o  the  1976 instalment a t  31 December  
1976. In  1977 there were hence n o  more  f u n d s  t o  
meet requests relating t o  1975. 
ble fo r  these matters are too  harsh, v/hatever inevita­
ble  deficiencies there m a y  b e  in the  organization 
a n d  efficiency of the  responsible official  depart­
ments  in the  recipient States. 
T h e  statistics of the  A C P  State in quest ion are 
export  statistics drawn u p  by the  customs authorities 
a n d  are cross-checked against the  statistics drawn 
u p  by the  competent  Stabilization Funds .  
Finally, it must  be  reiterated tha t  t he  A C P  States are  
responsible fo r  deciding how to  use the  resources 
(Article 20 of the  Convent ion) .  If a n  A C P  State 
which is no t  listed in Article 48 of the  Conven t ion  
decides no t  t o  use the  f u n d s  transferred it is per­
fectly at liberty t o  d o  so. T h e  Cour t ' s  remarks  are  
no t  generally borne  ou t  by  t he  — albeit incomplete  
— informat ion obta ined by the  Commiss ion.  A 
large proport ion of  the  f u n d s  has  in fac t  been  spent  
in the  rural sector. 
(6.9.) 6.8. As regards the  second sentence in the  
first paragraph,  the  Commiss ion  would  poin t  o u t  
tha t  it ha s  never m a d e  transfers t o  firms whatever 
their articles are. T h e  sums  are always pa id  t o  gov­
ernments  into o n e  of  their accounts  in t he  Member  
State in whose  currency they are requested.  Once  the  
sum has  been  paid ,  Article 20 of  the  Convent ion  
applies.  
T h e  A C P  States concerned d id  no t  share this 
interpretation. They managed  t o  secure the  ini­
tiation of  the  goodwill procedure provided fo r  
in Article 18(2). Once  this procedure h a d  been 
completed the  Commiss ion was asked t o  con­
sider, exceptionally, the  requests in quest ion 
despi te  their lateness. In  two of the  three cases 
ment ioned,  transfers were accepted af ter  exami­
nat ion of  the  requests because there was  a n  
indisputable  loss of earnings f rom the C o m m u ­
nity. These  transfers account  fo r  1 - 9 %  of  total 
transfers. 
In  the  Commiss ion ' s  report  t o  t he  Counci l  o n  the  
operat ion of  the  system of stabilization of  export  
earnings in 1977, the  Commiss ion no ted  with satis­
fact ion that ,  in the  countries in quest ion,  over half  
t he  f u n d s  pa id  had  been  used t o  develop  commodi ­
ties for  which the  transfers were requested (a  total  of  
58 % fo r  the  period 1975-1977). 
Despi te  the  fact  tha t  the  firms which act  as  Stabex 
correspondents  have  different  types of articles, sta­
tistics are collected satisfactorily. 
T h e  transfers which the  Cour t  considers t o  have  
resulted f rom t o o  wide a n  interpretation, b u t  which 
are  all in fac t  just i f ied b y  the  principle of  t he  system 
or  by  institutional decisions represent 20 M E U A  
(6-1 % of  all transfers m a d e  in five years). 
T h e  Commiss ion purchased a small computer  pack­
age,  which included a cassette reader,  t o  store infor­
mat ion fo r  t he  management  of Stabex. 
(6.8.) 6.7. T h e  criticisms levelled b y  the  Cour t  at a 
Stabex correspondent  a n d  local authorities responsi­
After  being used fo r  some  t ime the  cassette tapes  
became  slack as  a result of continual  winding a n d  
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rewinding, so that the date actually produced was 
not that sought. 
Consequently it was decided in 1978 to replace the 
cassette reader by a very reliable small disc reader. 
Since this change took place shortly before the 
requests for the 1977 year of application were exam­
ined, the information stored on the cassettes was 
transferred to  small discs by means of a programme 
drawn u p  and supplied by the equipment manufac­
turer. The Commission was not involved in this 
operation. 
(6.12.X6.11. The situation regarding the reports 
on the use of Stabex funds  is beginning to improve, 
but fairly slowly. There is plenty of evidence to 
prove that the Commission is pressing for the 
reports to be  submitted within the desired time lim­
its. 
(6.13.) 6.12. The Commission intends to have an 
economic study analysing the impact of the Stabex 
system on the development of the economies of the 
A C P  States concerned carried out in 1981. 
The only possible explanation for the phenomenon 
discovered by the Court is an error in transcription 
during this operation caused by the bad quality of 
the cassette. 
This is a regrettable error. The Commission, how­
ever, beiieves that there is no  reason for the A C P  
State to repay the amount in question since it 
accepted it in gobd faith. 
(6.10.) 6.9. The A C P  State in question supplied 
annual statistics for groundnuts for 1976 and 1977. 
N o  groundnuts were exported in 1978 and 1979. The 
statistics adopted after cross-checking were Commu­
nity statistics and there is hence n o  question of any 
arrangement having been reached. 
(a) It should be noted in this context that the 
weather was to blame for the bad harvest in the 
1976/77 marketing year: n o  rain for a fortnight in 
August followed by a long period of rain late in the 
year. This had dire effects on groundnuts in particu­
lar, because the lack of rain prolonged the growing 
cycle and the long period of rain at the end of the 
season caused pest problems, rotting and regermina-
tion. 
(b) In view of these explanations with regard to sta­
tistics and the 1976/77 agricultural year, the Com­
mission must refute the suggestion that the transfer 
on which the Commission decided was ' to put an 
end to a troublesome case'. The rules of the system 
were simply applied. 
(6.11.) 6.10. The Commission has been given a 
firm promise by the French Minister of Foreign 
Affairs that the French authorities will restore the 
resources relating to  the transfer to  the New 
Hebrides to  their original level. 
INDUSTRIAL COOPERATION 
7.2. Under Article 4 of the Financial Regulation 
governing the CID,  the latter's Director may without 
restriction authorize the carrying over of appropria­
tions left unused at the end of one financial year to 
the following year. It is true to say that the Director 
has used this facility widely. 
7.3. The Committee on Industrial Cooperation, 
whose task it is to steer, supervise and monitor the 
activities of the CID,  has already drawn the Direc­
tor's attention to the problem of providing strict 
administrative and accounting control, especially 
with regard to claims for mission expenses. 
SECTION 8 — ANALYSIS O F  T H E  A C C O U N T S  
O F  T H E  EUROPEAN DEVELOPMENT F U N D S  
8.1. It is true that the E D F  accounts and bal­
ance-sheets were sent to the Court on 29 May 1980 
in their provisional form only, i.e. without being for­
mally adopted by the Commission. 
There were two reasons for this: 
(a) the data-processing departments at the Com­
puter Centre in Luxembourg, which keep the 
E D F  accounts, sent the end-of-year reports in 
mid-March only; 
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(b) the  documents  t o  b e  published in the 'Official  
Journal  of  the  European Communi t ies ' ,  such as  
the  balance-sheets a n d  the  profit-and-loss 
accounts ,  have t o  b e  translated into the  six off i­
cial languages of the  Communi ty  before  they 
can b e  approved b y  the  Commission.  
8.3. T h e  figures quoted  by the  Cour t  prove tha t  
the  Commission is making every effort  t o  close pro­
jects  as soon as  possible, especially those coming  
under  the  first a n d  second EDFs .  
It is anticipated that  the  first E D F  will be  cjosed 
during 1980. 
T h e  Commiss ion has  already remarked tha t  mos t  o f  
the  remaining decisions t o  b e  taken under  the  
second E D F  in fact  stem f rom the  need t o  ad jus t  
projects either because of  a cost over-run or  because 
a current measure needs  t o  b e  supplemented  in 
order  t o  m a k e  it more appropria te  o r  effective. By 
adopting-this  approach,  is no t  the  Commiss ion  in 
fact  applying the  kind of policy which the  Cour t  
recommended  in its introduct ion? 
8.10. Reconstituted Stabex transfers have  indeed 
been deducted  f rom the  relevant payments  in the  
accounts  fo r  abou t  a year. This, purely formal ,  
, change  was  m a d e  a t  the  request o f  certain A C P  
States which believe that  it is t he  net  t ransfer  
a m o u n t  (i.e. less the  reconstituted sum)  which 
should  appea r  in the  E D F ' s  financial situation fig­
ures. 
8.11. T h e  Commiss ion would point  ou t  that  the  
sum of  9 438 500 E U A  is divided into two amounts .  
Following the  accession of  three more  countries t o  
the  Lome Convent ion ,  the  Council  decided tha t  the  
Commiss ion  could ask the  E I B  for  the  ma in  portion 
(7 438 500 EUA)  a s  part  cover fo r  t he  contributions 
which the  six original Member  States ought  t o  pay  
t o  it under  the  schedules fo r  the  collection o f  finan­
cial contributions.  
O n  29 J u n e  1976 the  Council  decided tha t  the  
remaining 2 000 000 E U A  would  b e  devoted t o  
financing operat ions in the  French Overseas Depart ­
ments .  
In view of  the  rate of commitments ,  the  state of  the  
projects specifically concerning the  three new A C P  
countries a n d  the  French Overseas Depar tments  a n d  
the  a m o u n t  of  cash a t  the  Commiss ion ' s  disposal ,  
the  Commission,  in complete  agreement with t he  
competent  bodies  in the  Counci l ,  d i d  no t  th ink it 
appropr ia te  o r  urgent, when the  financial contribu­
t ions were last collected, t o  ask t he  E I B  t o  pay  it t he  
sums  in quest ion.  
When the  contributions for  1981 are decided with 
the  Member  States, t he  Commiss ion will once  again 
definitely examine  whether t o  ask the  E I B  t o  pay  
part  of  these contributions.  
In this respect, the  EIB, in future,  will have  more  o n  
deposi t  than  it has  t o  pay ou t  — a n  jmpor t an t  factor  
t o  b e  taken into account .  
8.12. T h e  Commiss ion is continually trying t o  
find ways of  improving the  E D F ' s  au tomated  
account ing system, the  aim being t o  produce  t he  
end-of-year accounts  by  computer  without fur ther  
manua l  treatment,  so  as  t o  reduce the  risk of  error 
a n d  speed u p  the  approval  procedure fo r  the  bal­
ance-sheets a n d  the  profit-and-loss accounts .  
Tha t  the  aim has  no t  yet been achieved is d u e  t o  the  
fact  tha t  a number  of  hardware changes  were m a d e  
in 1979, necessitating conversion of  the  software.  
/ 
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ANNEX V 
THE COURT OF JUSTICE 
Answer of the Court of Justice to the observations contained in the Annual Report of the 
Court of Auditors for the financial year 1979 
The Court of Justice notes that none of the observa­
tions directly concern the financial management of 
the Court. 
\ 
As regards the observations common to all the insti­
tutions subject to the audit, such as the fixed allow­
ance for drivers' overtime (paragraph 10.3), the con­
cept of 'international organization' to  be  re-consid-
ered in connexion with the grant of the expatriation 
allowance (paragraph 10.6), the Court of Justice is 
of the opinion that uniform rules should be  fol­
lowed by all the institutions. 
We  therefore propose to  submit these questions to  
a meeting of the heads of administration in the 
near future. 
10.34. to 34.37. System of the installation allow­
ance 
The Court of Justice fully shares the views of the 
Court of Auditors with regard to the grant of the 
installation allowance. 
As regards the practice of the various installations 
we should like to make it clear that at the Court of 
Justice the installation allowance is paid exclusively 
on production of documents evidencing the change 
of residence. 
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ANNEXE VI 
THE ECONOMIC AND SOCIAL COMMITTEE 
Commentary on certain matters referred to in the Court of Auditors' observations on the 
1979 financial year (15 July 1980) 
10.7. Management of bodies set up by the institu­
tion in the interest of its staff 
The Committee had endorsed the Court 's  proposals 
for  the establishment of a n  inter-institutional legal, 
financial a n d  general accountancy framework in the 
form of general implementing provisions for  Arti­
cle 9 (3) of the Staff Regulations. 
Pending the introduction of such rules in line with 
the Staff Regulations, the  Committee applies  ad hoc 
rules. 
The Committee has adopted  the Court 's  recommen­
dation that applicants b e  required to  complete a 
detailed questionnaire. 
10.33. Transfers 
The  Committee shares the  Court 's  concern bu t  
points out  that the problem referred t o  does  no t  
really arise at the ESC Secretariat. 
10.21. ff Persons treated as dependent children 
The Committee maintains that  the Staff Regulations 
must be  amended to  solve this problem properly. 
Pending the amendment  of  the existing rules, the 
Court  is right to  insist that  they b e  used t o  the full t o  
ensure that all relevant factors are taken into 
account when applications are being vetted. 
10.34. ff Installation allowances 
The Committee feels that  the  Staff Regulations 
should be  amended for  the reasons given by the  
Court.  
